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The  Purpose  of  the  System 


An  investigation  made  by  the  National  Retail 
Hardware  Association  disclosed  the  fact  that  from 
fifty  to  seventy-five  per  cent  of  retail  hardware 
dealers  are  not  making  much  more  than  savings 
bank  interest  on  their  investment.  This  investiga- 
tion also  showed  that  the  retail  hardware  business 
increased  approximately  eighteen  per  cent  in  1915 
over  1914,  and  that  the  increase  in  1916  over  1915 
will  be  almost  as  much.  This  increase  is  commen- 
surate with  the  increase  in  the  mail  order  business, 
proving  that  the  hardware  business  is  not  mate- 
rially affected  by  the  growth  of  mail  order  houses, 
which  growth  appears  spectacular  because  one  or 
two  of  the  catalogue  houses  have  made  such  tre- 
mendous strides  within  the  last  few  years. 

Only  one  conclusion  can  be  drawn  from  this,  and 
that  is  that  it  is  almost  certain  that  hardware  deal- 
ers could  make  more  profit  if  they  had  a  better 
check  on  their  business. 

The  retailer  must  be  more  than  a  storekeeper  if 
he  expects  to  be  successful — he  must  be  a  real  mer- 
chant. By  this  is  meant  that  the  retailer  must  know 
his  business — must  know  not  merely  how  to  sell 
goods,  but  he  must  know  what  his  daily  sales  are, 
what  it  is  costing  him  to  do  business,  what  his  stock 
is  worth  and  how  often  it  turns,  how  much  money 
customers  owe  him,  how  much  he  owes  jobbers,  how 
much  cash  he  has  on  hand,  and  what  his  profits  are. 
In  short,  he  must  constantly — daily — know  whether 
his  business  is  progressing  and  how  much  it  is 
worth. 

To  have  this  information  from  day  to  day  the 
merchant  must  keep  adequate  records.  It  is  not 
enough  for  him  to  estimate  that  his  sales  will  be  a 
certain  amount  and  that  his  costs  will  be  a  certain 
sum,  and  that  therefore  he  will  make  a  given 
amount  of  profit.  He  should  make  written  records 
of  his  earnings  and  his  expenses.  By  so  doing  he 
will  be  able  to  direct  and  control  his  business  in- 
telligently. 

If  your  business  is  at  a  standstill  or  is  going 
backward,  you  should  stop  to  analyze  the  reason. 
It  may  very  likely  be  that  your  profits  are  being 
eaten  up  through  some  unknown  cause.  Ninety  per 
cent  of  retail  failures  are  due  to  a  lack  of  knowledge 
of  facts  on  the  part  of  the  proprietor.  You  cannot 
manage  your  business  as  it  should  be  managed  un- 
less you  keep  daily  in  touch  with  what  is  happening. 


Do  you  keep  a  record  of  every  transaction  so  that 
you  know  how  much  money  passes  over  your  coun- 
ter and  what  becomes  of  it?  This  applies  not  only 
to  sales  but  to  purchases,  to  money  paid  out  for 
rent,  salaries,  freight,  insurance,  allowances,  and 
for  all  other  purposes.  If  you  forget  to  make  a 
charge  for  some  of  your  sales  you  might  as  well 
give  your  goods  away.  You  can  probably  recall 
experiences  in  your  business  where  a  customer  came 
in  to  pay  for  a  plow  or  some  other  implement  or 
piece  of  hardware  which  you  found  had  never  been 
charged.  If  the  customer  hadn't  come  in  you  would 
have  forgotten  all  about  the  charge.  Don't  depend 
to  much  upon  the  honesty  of  your  customers,  and 
don't  depend  upon  your  memory  and  try  to  keep 
all  the  details  of  your  business  in  your  head.  And 
every  item  of  expense  should  also  be  recorded  if 
you  want  to  know  what  your  net  prqfits  are. 

Do  you  know  how  much  stock  you  are  carrying 
and  how  it  is  moving,  and  do  you  know  how  much 
it  is  worth  to-day?  Capital  tied  up  in  stock  that 
sticks  on  your  shelves  had  better  be  invested  in 
some  growing  outside  concern  where  it  is  sure  to 
earn  six  per  cent  or  more.  And  if  you  continue  to 
value  stock  that  you  have  had  on  hand  for  a  con- 
siderable time  at  the  price  you  paid  for  it  you  are 
deceiving  yourself  as  to  the  actual  financial  state  of 
your  business. 

Progressive  merchants  know  that  it  pays  to  make 
their  stores  attractive,  because  customers  spend 
money  in  stores  they  like,  and  they  bring  others  to 
such  stores.  The  value  of  advertising,  of  quality  in 
merchandise,  and  of  service  is  becoming  more  and 
more  appreciated  by  up-to-date  retailers.  They  all 
tend  to  increase  business.  But  if  you  wish  to  know 
whether  the  adoption  of  better  methods  is  really 
bringing  increased  profit  to  you,  you  should  keep 
daily  records  of  the  results  obtained.  Increased 
business  without  increased  profit  is  of  no  particular 
advantage  to  the  retailer.  In  fact,  it  means  addi- 
tional energy  expended  without  a  proportionate 
return. 

Records  that  are  accurate  and  adequate  will 
show  you  which  policies  are  profitable  and  which 
are  not.  They  will  tell  you  whether  your  business 
is  sick  or  healthy.  In  no  other  way  can  you  obtain 
information  about  your  business  that  will  give  you 
a  basis  for  efficient  management. 


Three 


361921 


It  is  time  to  stop  guessing.  Competition  is  too 
keen  and  margins  are  too  low  to  permit  of  wastes 
that  were  common  in  bygone  days.  By  adopting 
methods  that  have  proved  successful  in  other  retail 
establishments  you  will  receive  greater  profits  and 
be  able  to  build  up  your  business. 

The  simplified  Business  Record  System  will  work 
automatically.  It  will  act  as  a  guide  in  your  mer- 
chandising by  giving  you  day  to  day  facts  that  you 
should  know.  It  will  tell  you  when  your  stock  is 
running  low,  what  lines  are  not  profitable,  what  ex- 
penses are  creeping  up,  what  accounts  should  be 
collected,  what  bills  should  be  paid,  and  what  clerks 
are  producing  the  most  profitable  business.  You 
won't  have  to  stay  up  nights  worrying  about  for- 
gotten charges  or  about  how  you  are  going  to  meet 
expenses.  You  will  be  able  to  keep  in  constant 
touch  with  what  is  happening;  you  will  know  at  a 
glance  how  you  stand. 


In  the  development  of  this  system  the  every-day 
problems  of  the  retail  merchant  have  been  kept 
constantly  in  mind,  and  the  aim  has  been  to  make 
the  system  as  simple  as  it  is  possible  to  make  it  and 
yet  give  the  retailer  the  essential  facts  about  his 
business  from  day  to  day  and  with  a  minimum 
amount  of  work. 

The  operation  of  the  system  will  require  very 
little  of  your  time,  so  that  you  can  devote  your 
energies  to  making  friends  of  your  customers  and 
working  out  plans  for  increasing  your  trade. 

In  the  following  pages  the  system  is  explained  in 
detail.  All  the  forms  are  illustrated  with  typical 
entries.  A  good  many  suggestions  on  retailing  are 
also  given  which  should  be  valuable  to  you.  It  will 
pay  you  to  study  the  book  carefully.  Then  read  it 
through  again.  You  will  get  more  out  of  it  the  sec- 
ond time.  If  there  is  anything  that  requires  further 
explanation,  the  Retail  Service  Bureau  is  always 
at  your  command. 


The  System  Consists  of: 


The  Business  Record,  on  which  your  daily  trans- 
actions are  summarized.  Only  a  few  entries 
are  required  daily,  yet  this  Business  Record 
will  at  all  times  be  a  mirror  of  your  business. 
It  will  show  you  every  day  and  any  day  your 
exact  financial  condition,  and  being  based  on 
double  entry,  you  will  know  that  your  records 
are  correct  and  that  your  books  are  in  balance. 


2.  The  Sales  Analysis  Record,  on  which  your  daily 

sales,  by  clerks  and  departments,  are  tabu- 
lated. With  this  information  you  can  pay  your 
clerks  what  they  earn  and  stimulate  a  friendly 
rivalry  between  them.  You  will  also  know 
which  departments  are  the  business  producers. 

You  will  be  able  to  watch  your  sales  by  days, 
months,  and  years,  and  establish  standards 
by  which  to  be  governed  in  the  future. 

3.  The  Purchase  Record,  on  which  are  entered  all 

your  purchases,  classified  by  departments,  with 
the  amount  of  the  purchases  and  the  date  on 
which  they  must  be  paid  in  order  to  receive 
the  benefit  of  any  discount.  Used  in  connection 
with  the  Sales  Analysis  Record  you  will  be  able 
to  tell  the  exact  condition  of  your  stock  at  any 
time. 


4.  The  Monthly  Inventory  and  Merchandising  Sum- 
mary, which  will  aid  you  in  making  a  state- 
ment of  earnings  and  expenses  for  comparison 
with  other  months.  It  gives  you  in  concrete 
form  a  picture  of  your  month's  operations  and 
the  condition  of  your  business  up  to  date.  On 
the  reverse  side  provision  is  made  for  a 
Monthly  Inventory  by  departments  and  a  sum- 
mary of  your  sales,  purchases,  expenses,  and 
profits.  These  charts  of  your  business  experi- 
ence are  in  handy  form  for  future  reference. 
You  will  be  able  to  show  your  banker  or  your 
jobber  that  your  business  is  healthy  and  sound 
and  that  your  credit  is  good. 

With  these  four  simple  tools  for  complete  ac- 
counting you  will  have  before  you  the  facts  of  your 
business  in  such  a  way  that  you  will  know  what  to 
do  next  in  your  merchandising,  just  what  stock  to 
push,  just  what  stock  to  buy,  where  the  expenses 
are  a  little  heavy  and  should  be  reduced,  or  where 
you  can  afford  to  spend  a  little  more  to  aid  in  doing 
a  bigger  business  and  making  more  profit. 

The  whole  thought  in  devising  this  system  is  to 
make  it  a  guide  to  better  retailing  instead  of  a 
mere  matter  of  record  keeping.  All  the  necessary 
details  are  cared  for  in  such  a  simple  way  that  you 
will  know  each  morning  exactly  how  you  stand.  No 
merchant  can  direct  his  business  properly  without 
having  just  such  facts  constantly  available. 


Four 


How  to  Start  the  System 
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Good  management  is  not  a  matter  of  guess-work. 
You  don't  use  good  judgment  when  you  guess. 
There  is  only  one  right  way  to  do  a  thing.  To  give 
you  a  proper  basis  for  future  control  the  system 
should  be  installed  properly. 

The  first  thing  to  do  is  to  take  an  inventory  of 
your  stock.  This  is  the  only  way  you  can  be  sure 
that  future  information  shown  by  the  system  is 
going  to  be  accurate.  This  stock-taking  cannot  be 
too  exact.  It  is  considered  the  best  business  practice 
not  to  value  your  stock  at  more  than  what  you  paid 
for  it,  even  if  it  is  worth  more,  because  if  you  did 
you  would  be  anticipating  profits  which  might  never 
be  realized.  The  proper  way  to  inventory  your 
stock  is  to  value  it  at  what  you  paid  for  it  unless 
the  value  has  depreciated,  in  which  case  you  would 
take  the  lessened  value.  It  doesn't  pay  to  fool  your- 
self on  what  you  are  worth  by  valuing  goods  which 
have  been  in  stock  a  long  time  at  prices  no  one 
would  pay  for  them.  Some  hardware  stock  de- 
preciates considerably  from  handling  and  the  con- 
dition of  the  store  where  it  is  placed;  a  good  deal 
of  it  rusts  easily  or  becomes  bent  and  broken.  Other 
articles,  like  aluminum  ware  and  nickeled  ware  de- 
preciate very  little  from  age,  but  the  merchandise 
may  depreciate  in  value  because  a  new  invention 
has  made  the  old  articles  out  of  date  and  of  little 
use. 

Impress  upon  your  employes  the  importance  of 
being  accurate  in  counting  and  listing.  See  that 
such  merchandise  as  is  sold  while  you  are  taking 
inventory  is  kept  track  of.  Be  sure  that  you  are 
right  about  all  quantities  and  all  prices.  Some  hard- 
ware merchants  have  no  stock  numbering  system  of 
their  own,  but  use  the  manufacturers'  or  jobbers' 
numbers.  It  is  well  to  mark  your  goods  with  your 
own  numbers,  since  then  all  articles  belonging  to 
the  same  general  class  or  department  will  have  a 
common  number  whether  you  buy  the  merchandise 
from  one  or  a  dozen  jobbers.  Otherwise  you  will 
have  to  carry  on  your  records  the  numbers  of  each 
jobber  or  manufacturer. 

If  you  do  not  already  keep  your  stock  by  depart- 
ments it  will  be  well  in  inventorying  to  classify  it  in 
some  way  that  will  facilitate  handling  and  checking. 
The  following  departmental  classification  is  sug- 
gested, although  it  can  be  changed  to  suit  require- 
ments, depending  upon  the  size  of  the  store  and  the 
kind  of  merchandise  handled: 


Shelf  Hardware 

House  Furnishings 

Tools  and  Cutlery 

Sporting  Goods 

Implements 

Stoves 

Paints 

Miscellaneous 

There  are  some  stores  that  will  need  entirely  dif- 
ferent classifications,  but  the  point  to  bear  in  mind 
is  that  by  departmentizing  your  stock  you  will  be 
able  to  handle  it  better ;  you  will  know  where  to  find 
it  in  the  store ;  you  will  be  able  to  buy  more  intelli- 
gently; and  you  will  know  which  departments  are 
profitable  and  which  are  not. 

In  taking  inventory  it  will  be  well  to  use  a  slip 
or  card  such  as  the  one  shown  here.  The  use  of  such 
slips  or  cards  will  systematize  your  stock-taking 
and  will  enable  you  to  check  it  up  readily.  The  sheets 
or  cards  can  be  numbered  so  that  if  any  are  lost 
you  will  know  about  it. 

These  sheets  should  be  numbered  and  filed  away 
in  binders  after  the  extensions  have  been  made. 
Each  sheet  should  be  totaled,  but  the  totals  should 
not  be  carried  from  sheet  to  sheet.  Add  up  each 
sheet  separately  and  then  add  the  totals  of  the 
sheets  for  each  department,  both  for  cost  and  retail 
prices.  In  this  way  you  will  get  the  total  value  of 
your  stock  in  each  department,  which  you  should 
enter  on  Form  H4,  Monthly  Inventory  and  Mer- 
chandising Summary,  under  each  department  op- 
posite the  lines  "Inventory  Last  Month." 

At  inventory  time  it  would  be  a  good  idea  to 
arrange  the  stock  in  your  store  so  that  goods  of  one 
department  are  brought  as  close  together  as  possi- 
ble. This  will  facilitate  checking,  and  will  be  a  great 
help  in  buying  and  selling.  You  will  soon  learn  to 
know  where  every  article  in  your  store  is  located; 
you  will  have  no  trouble  in  finding  it;  and  when 
new  stock  comes  in  you  will  know  where  to  place  it. 

You  will  probably  divide  your  store  into  sec- 
tions. If  you  do,  you  can  number  the  sections 
from  1  up.  The  shelves  in  each  section  can  also 
be  numbered,  beginning  with  1  for  the  lowest  shelf 
and  numbering  the  shelves  up  from  the  bottom. 
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Of  course,  the  shelves  in  each  section  would  be 
numbered  from  1  up.  You  can  then  paste  the  num- 
ber of  the  sections  on  the  sections  for  reference  pur- 
poses, and  when  you  mark  your  stock  you  will  mark 
it  with  the  section  number  and  the  shelf  number. 
Thus,  if  you  put  an  article  in  section  5,  shelf  2,  you 
will  mark  the  article  5-2.  This  number  will  be  put 
on  in  connection  with  the  stock  number.  The  use 
of  such  numbers  will  give  you  a  check  on  your 
stock  which  you  could  not  very  well  obtain  in  any 
other  way.  If  a  shelf  is  partly  empty  you  can  refer 
to  your  inventory  sheets  and  see  at  a  glance  what 
article  belongs  on  that  shelf. 

With  the  use  of  these  sheets  your  inventory  tak- 
ing will  be  simplified,  and  any  number  of  people 
can  help  to  take  stock  without  interfering  with  each 
other. 

At  best  inventory  taking  is  something  that  the 
retail  merchant  is  not  very  enthusiastic  about.  He 
dreads  the  time  when  he  must  stay  up  nights  and 
"take  stock" ;  it  generally  means  that  his  store  will 
be  turned  upside  down  for  several  days.  This  bug- 
bear can  be  eliminated  to  a  great  extent  if  the  stock 
is  divided  into  departments  and  a  stock  record  is 
kept.  Each  department  can  be  inventoried  at  a 
time  of  the  year  when  its  stock  is  low.  This  will 
permit  of  inventorying  at  all  times  of  the  year,  one 
department  at  a  time,  instead  of  trying  to  do  the 
job  at  one  time.  It  is  much  more  satisfactory  to 
check  one  department  at  a  time  and  avoid  the  con- 
fusion that  is  generally  attendant  upon  stock- 
taking. 

You  should  remember  to  keep  track  of  sales  made 
during  inventory  taking,  so  that  when  you  have 
finished  your  inventory  sheets  will  show  the  actual 
stock  you  have  on  hand. 

These  inventory  sheets  will  show  the  depart- 
ment, the  article,  its  location  in  the  store,  the  names 
of  the  clerks  who  call  off  the  quantities  and  enter 
them  and  also  those  who  extend  and  examine  the 
figures.  Columns  are  provided  for  the  quantity,  the 
unit  (dozen,  gross,  pound,  etc.),  a  description  of 
the  article,  the  unit  cost,  the  unit  retail  price,  the 
total  cost,  and  the  total  retail  price.  The  unit  cost 
is  the  price  for  each  article,  or  for  each  pound, 
dozen,  gross,  etc.,  and  the  unit  retail  price  is  the 
selling  price.  The  total  cost  is  obtained  by  multiply- 
ing the  quantity  by  the  unit  cost,  and  the  total 
retail  price  is  obtained  by  multiplying  the  quantity 
by  the  unit  retail  price. 

It  is  a  practice  among  hardware  jobbers  to  sell 
merchandise  at  list  prices  and  then  deduct  trade 
discounts  of  one  or  more  figures.  The  unit  cost  to 
be  shown  on  the  inventory  sheets  is  the  net  cost 


price  and  not  the  list  price.  This  unit  cost  can  bo 
derived  by  dividing  the  list  price,  less  the  discount, 
by  the  quantity  purchased. 

By  having  one  clerk  call  and  another  clerk  list 
the  stock,  and  then  have  someone  else  go  over  the 
extensions  that  you  as  proprietor  make,  accuracy 
will  be  insured,  and  every  one  engaged  in  stock 
taking  will  be  more  careful.  You  will  also  be  able 
to  check  and  trace  errors. 

A  good  many  retail  merchants  keep  no  record  of 
the  prices  they  pay  for  merchandise.  Whenever 
they  want  to  reorder  a  stock  of  goods  they  either 
have  to  depend  upon  the  word  of  the  jobber  or 
manufacturer  that  a  certain  price  was  paid  for  the 
last  lot,  or  they  must  search  through  a  lot  of  in- 
voices, which  may  not  be  filed  in  any  systematic 
order.  Price  cards  or  sheets  should  be  kept  by 
every  retailer  of  every  article  carried  in  stock.  This 
is  the  only  way  a  complete  and  correct  record  will 
be  always  on  hand  ready  for  reference  in  case  of 
necessity.  Such  a  record  need  not  be  made  at  one 
time,  but  the  work  can  be  materially  lessened  if  it  is 
done  at  the  time  inventory  is  taken,  because  a  good 
deal  of  the  information  recorded  on  the  inventory 
sheets  can  also  be  used  on  the  price  cards  or  sheets. 
However,  such  a  price  card  record  can  be  started 
in  a  small  way  whenever  purchases  are  made  and 
can  be  built  up  gradually.  These  cards  or  sheets 
can  be  filed  by  departments  in  alphabetical  order  so 
that  they  can  be  easily  referred  to.  A  record  like 
this  will  tell  you  at  a  glance  where  you  can  buy 
any  item  in  your  store  on  the  best  terms. 

The  form  illustrated  on  page  8  is  a  combination 
price,  buying,  and  stock  record.  Such  a  record  will 
show  you  the  prices  you  have  paid  in  the  past  for 
merchandise,  the  location  of  the  stock  in  your  store, 
the  minimum  quantity  that  you  should  carry,  as 
well  as  the  maximum  above  which  you  should  not 
allow  the  stock  to  accumulate.  You  will  know  where 
you  can  buy  goods  to  the  best  advantage,  what  trade 
and  cash  discounts  you  have  been  receiving  and 
what  you  have  been  selling  the  goods  for. 

By  checking  off  your  daily  sales  on  the  right  hand 
side  of  the  sheet  you  will  always  have  a  perpetual 
inventory  and  know  exactly  which  articles  are  sell- 
ing and  which  are  a  dead  weight  on  your  hands  and 
are  tying  up  capital.  You  want  to  push  those  ar- 
ticles which  sell  because  they  are  the  ones  that  pro- 
duce a  profit  for  you.  Merchandise  for  which  there 
is  no  demand  should  be  sold  out,  since  it  not  only 
uses  up  space  in  your  store,  but  it  ties  up  your 
money,  the  interest  on  which  must  be  borne  by 
goods  that  sell  quickly.  The  secret  of  success  in 
retail  merchandising  is  to  keep   stock  down  and 
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sales  up.    This  will  insure  maximum  business  on 
minimum  capital. 

Perhaps  the  majority  of  hardware  merchants 
keep  no  record  of  their  stock  whatever.  To  these  it 
would  appear  quite  a  task  to  change  to  a  complete 
perpetual  inventory.  The  best  way  is  to  keep  a 
check  on  one  department  at  a  time,  or  on  a  few  ar- 
ticles, and  gradually  to  complete  the  stock  record. 
This  can  be  easily  done  if  you  inventory  one  depart- 
ment at  a  time  as  suggested  in  a  preceding 
paragraph. 

The  inventory  sheet  illustrated  provides  for 
taking  stock  at  both  cost  and  retail  prices.  This 
is  desirable,  since  you  will  then  know  the  mark-up 
on  each  article  you  carry  in  stock,  and  you  will 
know  when  you  sell  that  article  whether  or  not  you 
make  the  gross  profit  you  origially  anticipated.  The 
retail  price  is  also  necessary  if  you  do  not  keep  an 
actual  perpetual  inventory  but  only  an  approxi- 
mate book  inventory.  To  figure  your  profits  under 
this  method  you  must  know  the  average  per  cent  of 
mark-up  for  each  department. 


The  two  methods  of  keeping  stock,  then,  are  the 
following:  exact  perpetual  inventory  and  approxi- 
mate book  inventory.  An  exact  perpetual  inven- 
tory can  be  kept  with  the  use  of  the  form  "Buying 
and  Stock  Record."  This  form  is  not  being  supplied 
with  the  system  since  it  is  thought  that  some  mer- 
chants will  not  want  to  keep  an  inventory  in  this 
manner.  The  forms  can  be  furnished  at  a  very 
reasonable  figure,  either  in  card  form  or  in  sheet 
form  punched  to  fit  a  binder. 

With  this  method  of  keeping  stock  you  will  enter 
information  regarding  your  stock  from  the  inven- 
tory sheets,  using  one  sheet  or  card  for  each  ar- 
ticle. Such  a  sheet  will  last  several  years  in  most 
instances.  The  value  of  a  record  kept  in  this  way 
cannot  be  overestimated,  and  if  you  do  not  care 
to  install  it  for  your  entire  business,  it  would  be 
well  to  use  it  in  connection  with  certain  commo- 
dities to  find  out  whether  or  not  a  profit  is  being 
made  on.  those  articles.  For  example,  you  might 
use  a  perpetual  inventory  in  connection  with  oils 
and  paints,  or  implements,  or  some  other  parts  of 
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your  stock.  The  sales  are  checked  as  they  are 
made,  so  that  you  will  know  at  all  times  just  what 
you  have  on  hand  of  that  particular  kind  of  mer- 
chandise. 

The  other  method  of  keeping  stock — an  approxi- 
mate book  inventory — can  be  used  very  easily 
and  will  require  a  minimum  amount  of  work.  After 
you  have  finished  taking  inventory  you  will  sort 
the  inventory  sheets  by  departments,  and  add  up 
the  amounts  for  each  department,  both  at  cost  and 
selling  prices.  The  difference  between  the  two  fig- 
ures is  the  average  mark-up  for  the  department. 
This  difference  or  mark-up,  divided  by  the  selling 
price,  is  the  per  cent  of  mark-up.  This  is  the  figure 
you  will  use  for  estimating  your  daily  profits  on 
merchandise  sold  from  that  department,  and  the 
same  will  be  done  for  goods  sold  from  other  de- 
partments. This  will  be  explained  more  in  detail 
later  on  in  the  book. 

"  After  you  have  ascertained  the  total  cost  and  re- 
tail prices  of  the  stock  of  each  department,  together 
with  the  mark-up  and  the  per  cent  of  mark-up,  you 
will  enter  these  figures  on  Form  H4,  using  the  lines 
"Inventory  Last  Month"  for  each  department  of 
your  business.  Nine  departments  are  provided  on 
this  form,  and  if  your  business  is  divided  into  more 
than  nine  you  can  use  more  than  one  sheet.  You 
can  then  add  up  the  amounts  entered  and  find  the 
total  cost  of  your  entire  stock  as  well  as  the  total 
selling  value  or  retail  price  and  the  average  mark- 
up for  your  entire  stock  of  goods.  These  figures 
will  be  changed  monthly  and  later  we  shall  explain 
how  this  is  done.  For  the  present  we  are  interested 
in  getting  an  appraisal  of  your  inventory  so  that 
the  books  may  be  opened  properly. 

You  are  now  ready  to  make  your  first  entry  on 
the  Business  Record.  In  column  No.  23,  "Inventory 
and  Purchases  of  Merchandise,"  you  will  enter  the 
total  amount  of  your  inventory  sheets  as  shown  by 
adding  the  "Total  Cost"  columns  or  by  adding  the 
amounts  you  have  entered  on  the  Monthly  Inven- 
tory (Form  H4)  in  the  "Cost"  columns.  This  should 
represent  the  exact  value  of  your  stock  at  the  time 
of  opening  the  books.  The  selling  value  is  never 
shown  on  the  Business  Record  but  always  the  cost 
or  inventory  value  if  it  is  less  than  cost. 

An  inventory  of  your  shop  material  and  supplies, 
such  as  tin,  solder,  piping,  and  any  material  used  in 
making  repairs,  should  then  be  taken.  Do  not  in- 
clude the  value  of  machinery,  tools,  or  equipment  in 
this  inventory,  but  only  such  supplies  as  are  used 
up  in  shop  work.  Though  the  cost  of  shop  supplies 
sometimes  seems  trivial,  good  retailing  requires 
that  every  item  be  accounted  for,  and  you  cannot 


be  too  exact  about  the  little  things.  Accurate  rec- 
ords should  be  kept  on  running  a  shop,  since  a  good 
many  hardware  merchants  do  not  know  whether  the 
shop  is  profitable  or  unprofitable.  The  total  value  of 
your  shop  material  and  supplies  should  be  entered 
on  the  Business  Record  in  column  No.  22,  "Shop 
Costs." 

Likewise,  your  fixtures  and  equipment  should  be 
inventoried.  In  this  inventory  you  will  include  your 
shelving,  display  cases,  counters,  store  furniture 
and  fixtures,  shop  machinery,  safes,  cash  registers, 
and  other  articles  that  are  a  necessary  part  of  your 
equipment  but  which  you  do  not  trade  in.  Fixtures 
and  equipment  should  be  valued  at  what  they  are 
worth  considering  the  length  of  time  they  have 
been  in  use  and  how  much  longer  they  will  last. 
Equipment  which  shows  wear  should  not  be  in- 
ventoried at  the  price  you  paid  for  it.  If  you 
were  to  sell  out  you  could  not  possibly  get  full  price 
for  it,  even  though  for  your  purposes  it  may 
be  just  as  good  as  new.  If  it  is  damaged,  broken, 
scratched,  marred,  or  run  down  in  any  way, 
make  the  proper  reductions  so  that  your  entry  of 
its  value  will  be  an  exact  one.  Fixtures  and  equip- 
ment that  are  practically  new  in  appearance  should 
also  be  taken  at  a  depreciated  rate,  because,  even 
though  it  may  not  be  evident,  their  value  is  steadily 
becoming  less.  Later,  the  matter  of  depreciation 
will  be  discussed  more  fully.  Please  remember  that 
the  term  "fixtures  and  equipment"  includes  such 
equipment  as  is  removable  from  the  building  with- 
out impairing  the  value  of  the  building.  When  you 
have  determined  the  value  of  all  fixtures  and  equip- 
ment, enter  the  amount  on  the  Business  Record  in 
column  No.  2,  "Fixtures  and  Equipment  Pur- 
chased." 

Next,  determine  how  much  your  customers  owe 
you.  If  you  keep  a  customers'  ledger,  all  you  need 
to  do  is  to  add  up  the  net  amounts  owed  by  each 
customer.  This  will  give  you  the  total  you  have 
outstanding.  Or,  if  you  keep  your  customers'  ac- 
counts in  some  other  way,  you  can  determine  the 
total  amount  by  adding  up  the  individual  net 
amounts  in  the  same  way.  Some  record,  of  course, 
should  always  be  kept  of  charge  accounts,  since  the 
profits  of  a  good  many  merchants  are  eaten  up  be- 
cause they  fail  to  make  a  record  at  the  time  the 
goods  are  sold.  Customers'  accounts  outstanding 
should  always  be  taken  at  their  true  value.  If  some 
of  the  accounts  are  old  and  there  is  very  little  hope 
of  collection,  don't  carry  them  on  your  books  at 
their  outstanding  value;  if  you  do  you  will  be  de- 
ceiving yourself  as  to  the  actual  worth  of  your  busi- 
ness. The  chances  are  that  you  will  never  be  able 
to  collect  some  of  the  money.  It  is  a  regrettable 
fact,  but  true  nevertheless  in  most  cases,  that  the 
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longer  an  account  runs  the  more  difficult  it  is  to 
collect  and  the  less  it  is  worth.  Take  your  accounts 
at  what  you  think  your  banker  would  pay  for  them 
and  you  will  not  go  far  wrong.  Credit  rating 
agencies,  such  as  Dun's  and  Bradstreet's,  always 
value  outstanding  accounts  as  their  realizable 
value.  If  you  have  been  "too  easy"  in  granting 
credit,  or  too  lax  in  making  collections,  look  the 
facts  squarely  in  the  face.  The  Business  Record 
will  show  you  every  day  just  how  much  your  cus- 
tomers owe  you,  and  you  can  watch  the  amount  to 
see  that  it  does  not  get  too  large. 

If  a  part  of  your  sales  is  made  on  contracts  or 
notes  and  payments  are  made  by  installments,  it 
will  be  well  to  separate  the  amounts  owed  by  cus- 
tomers on  such  notes  and  contracts  from  those  owed 
on  open  accounts.  By  keeping  them  separate  you 
will  be  in  better  position  to  keep  track  of  the  money 
that  is  due  you  from  customers. 

The  total  amount  of  realizable  charge  accounts, 
not  covered  by  notes  or  contracts,  should  be  entered 
in  column  No.  26,  "Customers  Charged,"  and  the 
total  amount  due  from  customers  on  contracts  and 
notes  should  be  entered  in  column  No.  21,  "Cus- 
tomers Notes  and  Contracts."  These  notes  and  con- 
tracts, of  course,  should  also  be  taken  at  their  true 
or  realizable  value,  proper  deductions  being  made 
for  such  amounts  as  cannot  possibly  be  collected. 

In  the  same  way  you  should  enter  in  column  No. 
34,  "Jobbers,  Manufacturers,  and  Others  Owed," 
the  total  amount  you  owe  on  open  accounts  for  mer- 
chandise, repair  shop  material  and  supplies,  fixtures 
and  equipment,  or  other  items  connected  with  your 
business,  but  not  your  personal  bills.  You  can 
easily  obtain  this  total  by  adding  the  bills  you  have 
on  hand  from  jobbers  and  manufacturers.  If  you 
have  paid  part  of  a  bill  you  deduct  the  amount  paid, 
because  only  the  total  net  amount  you  owe  should 
be  shown  in  this  column.  For  your  own  informa- 
tion it  would  be  well  to  make  a  memorandum  of  the 
amount  due  jobbers  and  manufacturers,  keeping  a 
separate  record  of  the  amount  not  yet  due  and  the 
amount  past  due,  and  also  a  memorandum  of  the 
amount  due  for  shop  supplies,  for  fixtures  and 
equipment,  and  for  other  items.  In  this  way  you 
will  have  a  detailed  record  of  your  obligations. 

The  net  amount  of  cash  you  have  on  hand  and  in 
the  bank  should  be  entered  in  column  No.  27,  "All 
Cash  Received."  You  determine  this  by  counting 
the  cash  in  your  cash  drawer  and  adding  that 
amount  to  the  balance  in  the  bank  as  shown  by 
your  check  book. 

Any  obligations  of  the  business  other  than 
amounts  owed  on  open  accounts  should  b$  entered  in 


column  No.  39,  "Notes  Payable  Issued."  Such  obli- 
gations include  notes  given  to  jobbers,  manufac- 
turers, or  others  in  payment  of  invoices  or  for 
loans,  notes  given  as  secruity  for  loans  from  your 
bank,  chattel  mortgages  on  stock  and  equipment, 
and  mortgages  on  your  store  building.  The  total 
amount  unpaid  of  this  class  of  debts  should  be  en- 
tered in  column  No.  39,  but  it  is  well  to  keep  a 
memorandum  showing  the  items  separately  that 
make  up  the  total. 

In  case  you  own  your  store  building,  the  net 
value  of  the  land  and  building  can  be  considered 
a  part  of  your  investment.  This  value  should  be  en- 
tered on  your  records.  You  should  always  bear  in 
mind,  however,  that  buildings  depreciate  in  value 
with  age  and  use  and  should  not  be  carried  at  their 
original  value  on  the  books.  The  rate  of  depreciation 
will  depend  upon  the  nature  of  the  building  and  the 
degree  to  which  it  is  kept  in  repair,  as  well  as  the 
age.  Even  though  it  is  kept  in  good  repair,  a  proper 
amount  should  be  written  off  to  depreciation  each 
year.  The  buildings  should  always  be  carried  on 
the  books  at  a  conservative  appraisal.  Land  ordi- 
narily does  not  depreciate  in  value  in  the  sense 
that  buildings  do,  although  circumstances  may  raise 
or  lower  its  value.  However,  it  is  best  not  to  take 
such  changes  in  value  into  consideration  except 
when  the  land  is  sold. 

The  value  of  your  real  estate  and  buildings 
should  be  entered  in  column  No.  28,  "Sundries." 
Since  the  amount  of  any  unpaid  mortgages  on  the 
property  will  be  shown  in  column  No.  39,  "Notes 
Payable  Issued,"  the  total  value  of  the  land  and 
buildings  can  be  shown  in  column  No.  28, 
"Sundries." 

If  at  the  time  of  opening  the  books  the  insurance 
on  your  stock  and  equipment  has  been  paid  in  ad- 
vance for  one  or  more  months,  the  value  of  the  un- 
expired premium  should  be  entered  in  column  No.  8, 
"Insurance  on  Stock  and  Equipment."  Prepaid  in- 
surance premiums  on  buildings  would  be  entered  in 
column  No.  28,  "Sundries."  Later  we  will  discuss 
how  insurance  premiums  should  be  handled  from 
month  to  month. 

The  following  is  a  simple  illustration  of  opening 
the  books  and  starting  the  system. 

You  have  valued  your  assets  and  your  liabilities, 
the  same  as  is  done  by  large  concerns  at  the  be- 
ginning of  a  new  year  or  before  opening  a  new  set 
of  books. 

Assets  are  property  or  resources  of  any  kind  that 
are  capable  of  being  converted  into  cash  and  ap- 
plied to  the  payment  of  debts.    Anything  of  value 
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and  wagons,  fixtures  and  store  equipment,  debts  due 
from  customers,  merchandise  on  hand,  cash  on  hand 
and  in  bank,  insurance  premiums  paid  in  advance, 
etc.,  may  be  considered  assets.  Some  assets  are 
more  available  for  the  payment  of  debts  than 
others.  When  a  merchant  applies  to  a  bank  for  a 
loan  and  submits  a  statement  of  his  business  the 
bank  usually  separates  the  capital  assets,  such  as 
land,  buildings,  delivery  and  store  equipment,  from 
the  working  and  current  assets,  since  the  current 
assets  6an  more  easily  be  converted  into  cash. 

Liabilities  are  your  debts  or  obligations,  such  as 
amounts  due  jobbers  and  manufacturers  either  on 
notes  or  open  accounts,  mortgages,  loans,  etc. 

The  excess  of  the  assets  over  the  liabilities  rep- 
resents your  net  worth  or  the  amount  you  have 
invested  in  your  business  if  you  do  not  have  an  in- 
corporated business.  If  your  business  is  incorpo- 
rated, your  capital  is  fixed  by  law.  In  this  case  the 
excess  of  your  assets  over  your  liabilities  represents 
your  capital  plus  your  surplus  or  minus  your 
deficit. 

At  the  start,  then,  you  have  entered  the  value 
of  your  assets  and  your  liabilities.  (See  line  "A" 
Business  Record.)  The  value  of  the  assets  shown 
consists  of  the  following  items: 

Fixtures  and  Equipment $1,275.00 

Customers'  Notes  and  Contracts.   1,010.00 
Shop  Materials  and  Supplies ....      263.00 

Merchandise  on  Hand 5,765.50 

Customers'  Accounts 1,085.00 

Cash    587.00 

Total  $9,985.50 

The  value  of  the  liabilities  shown  is  as  follows : 

Jobbers,  Manufacturers,  and  Oth- 
ers Owed   . $2,497.80 

Notes  Payable 500.00 

Total $2,997.80 

The  diff'erence  between  these  two  totals — 
$9,985.50  and  $2,997.80— or  $6,987.70,  represents 
the  net  capital  invested  in  the  business.  This 
amount  should  be  entered  on  the  Business  Record 
in  column  No.  40,  "Capital  Invested." 

The  opening  entries  shown  on  line  "A"  are  an  illus- 
tration of  double  entry  bookkeeping.  The  total  of 
the  amounts  entered  in  the  "Debits"  columns,  which 


belonging  to  a  business,  such  as  real  estate,  horses 
represent  assets,  exactly  equals  the  total  of  the 
amounts  entered  in  the  "Credits"  columns,  which 
represent  liabilities  and  capital.  The  use  of  the 
double  entry  system  makes  it  very  easy  to  check 
the  accuracy  of  your  work,  for  all  you  need  to  do  is 
to  add  the  debit  and  credit  columns.  It  would  be 
well  to  do  this  at  the  end  of  each  day,  and  thus  be 
assured  that  no  mistakes  have  been  made,  which 
later  would  take  more  time  to  adjust. 

Your  books  are  now  ready  for  making  daily  en- 
tries in  the  transaction  of  your  business. 


HOW  THE  SYSTEM  WORKS 

You  will  notice  that  on  the  right  hand  page  of 
the  Business  Record  there  is  a  wide  space.  This 
space  is  used  for  explaining  what  each  entry  repre- 
sents; that  is,  whenever  any  figures  are  put  on 
the  Business  Record  this  space  is  used  to  tell  why 
those  figures  are  entered  or  put  down.  All  columns 
at  the  right  of  this  wide  space  are  grouped  under 
the  general  heading  "Credits"  and  all  columns  to 
the  left  of  this  wide  space  on  both  pages  are 
grouped  under  the  general  heading  "Debits."  You 
will  also  notice  that  the  totals  of  all  right  hand  or 
"Credits"  columns  exactly  equal  the  totals  of  all 
left  hand  or  "Debits"  columns.  This  is  because  there 
must  be  two  considerations  in  every  transaction — 
what  you  get  and  what  you  give  out.  If  a  pay- 
ment for  rent  is  made,  for  example,  you  receive 
the  value  of  rent  and  pay  out  cash,  so  rent  will 
have  to  be  put  on  one  side  (the  left-hand  side)  and 
cash  on  the  other  side  (the  right-hand  side)  of  the 
wide  space — making  two  entries. 

Every  transaction,  in  the  same  way,  has  a  two- 
fold effect.  There  is  always  an  equivalence  of  ex- 
change. You  receive  something  and  you  give  out 
something  of  equal  value,  and  therefore  debits  and 
credits  of  equal  amount  must  result  from  each 
transaction.  This  is  called  double  entry  bookkeep- 
ing. An  illustration  of  double  entry  is  given  in  our 
opening  entries  above  where  the  total  assets  of 
$9,985.50  equal  the  total  of  the  liabilities  plus  the 
capital  invested. 

Books  are  kept  for  two  reasons:  fifst,  to  show 
you  how  your  business  is  getting  along — the  prog- 
ress of  your  business — and,  second,  how  much  your 
business  is  worth — the  condition  of  .your  business. 

With  this  thought  in  mind,  we  will  take  up  the 

different  kinds  of  transactions  for  which  entries  are 

to  be  made,  and  because  we  must  first  have  goods 

before    we    can    sell    them,    we    will    begin    with 

■  Buying. 
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BUYING  EXPENSE 

Frequent  ordering  in  small  lots  is  the  best  mer- 
chandising policy  for  the  small  merchant.  In  this 
way  stocks  can  be  kept  complete  and  up-to-date. 
Retail  hardware  merchants  should  turn  their  stocks 
at  least  three  or  four  times  a  year.  If  you  do  not 
turn  your  stock  that  often  it  is  probably  due  to  the 
fact  that  you  buy  too  much  at  one  time.  No  small 
or  moderate-sized  retail  hardware  business  is  justi- 
fied in  buying  factory  lots  of  merchandise.  An  extra 
discount  for  large  quantities  is  apt  to  lead  the  re- 
tailer astray.  Don't  be  misled  by  the  salesman  who 
endeavors  to  convince  you  that  you  are  making  a 
profit  by  buying  large  quantities.  You  will  tie  up 
a  lot  of  money  and  the  stock  will  accumulate  on 
your  hands  and  depreciate  because  there  is  no  de- 
mand for  it.  Buy  only  such  quantities  as  you  be- 
lieve will  sell  within  three  or  four  months. 


For  instance,  if  you  are  drawing  a  salary  of  $5.00 
a  day  from  the  business,  and  you  spend  one  whole 
day  with  traveling  salesmen,  you  would,  when  mak- 
ing up  your  payroll  and  entering  it  on  the  Business 
Record,  enter  as  "Buying  Expense"  under  "Sala- 
ries" in  column  No.  10,  $5.00  (See  line  "S"  Busi- 
ness Record.)  The  balance  of  your  salary  would  be 
charged  to  "Management"  and  "Selling"  in  propor- 
tion to  the  time  you  devoted  to  each  of  these 
activities. 

If  you  should  at  times  make  a  buying  trip  to  a 
jobbing  center,  the  time  you  spend  on  the  trip 
should  be  charged  as  "Buying  Expense"  under 
"Salaries"  and  your  traveling  and  hotel  bills  should 
be  charged  as  "Other  Buying  Expense."  Such 
amounts  being  paid  out  in  cash  would  also  be  en- 
tered in  column  No.  30,  "All  Cash  Paid  Out." 


When  a  traveling  salesman  calls  you  probably 
spend  a  half  day  to  a  day  looking  over  his  line  and 
giving  him  an  order.  During  such  time  you  are  not 
able  to  give  your  full  attention  to  the  management 
of  your  business,  and  your  time  spent  in  this  way 
should  therefore  be  charged  as  a  buying  expense. 


Another  item  that  is  properly  considered  as  a 
buying  expense  is  the  time  devoted  to  making  up  or 
examining  stock  records.  This  kind  of  work  is 
very  important  and  should  be  given  as  much  time 
as  needed.  Some  merchants  make  a  practice  of 
going  over  their  stock  thoroughly  once  a  week. 
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In  that  way  they  keep  in  close  touch  with  their 
business  and  know  when  and  how  to  buy.  The  part 
of  your  time  or  the  time  of  anyone  else  spent  in 
that  way  should  be  charged  as  "Buying  Expense." 

You  will  probably  have  to  estimate  what  part  of 
your  time  is  devoted  to  buying  activities.  For  ex- 
ample, you  may  estimate  that  one-sixth  of  your 
time  is  spent  in  this  way  and  that  a  certain  number 
of  hours  each  week  are  devoted  to  buying  activities 
by  some  members  of  your  sales  force.  You  can  esti- 
mate the  amount  of  salaries  that  should  be  charged 
as  buying  expense. 

THE  PROPRIETOR'S  SALARY 

You  should,  of  course,  charge  the  business  for 
your  time  with  an  amount  equal  to  the  salary  you 
might  earn  if  similarly  employed  in  the  same  kind 
of  business  or  what  you  would  have  to  pay  someone 
else  to  do  the  work  for  you.  This  is  a  proper  ex- 
pense of  conducting  your  business  and  if  other 
members  of  your  family  also  take  an  active  part  in 
the  business,  a  similar  charge  should  be  made  for 
their  services.  For  instance,  if  your  son,  who  is  at- 
tending school,  works  in  the  store  on  Saturdays,  his 


time  should  be  charged  as  an  expense  at  the  same 
salary  that  you  would  pay  if  you  hired  an  extra 
clerk  for  Saturdays  to  do  the  same  work.  You  will 
probably  take  out  your  salary  in  cash  each  week 
or  each  month,  but  it  should  be  charged  even  if  you 
do  not  take  it  out  in  cash.  If  you  do  not  take  it  out 
in  cash,  that  part  which  is  not  taken  out  should  be 
entered  in  column  No.  29,  "Sundries,"  instead  of  in 
column  No.  30,  "All  Cash  Paid  Out,"  and  it  will 
then  be  considered  a  liability  of  the  business  to  you 
the  same  as  liabilities  to  jobbers  for  merchandise. 
It  will  be  so  shown  on  your  monthly  balance  sheet, 
and  you  can  draw  it  out  whenever  you  wish. 

Many  merchants  imagine  that  assistance  from 
members  of  their  families  should  not  be  considered, 
yet  the  fact  remains  that  without  such  assistance 
it  would  be  necessary  to  spend  an  equal  amount  for 
other  help. 

Because  your  own  time  is  devoted  to  buying, 
managemet,  and  selling,  your  salary  should  be  di- 
vided among  these  three  items  according  to  the 
time  you  devote  to  each  of  these  activities  of  your 
business.  By  keeping  track  of  how  you  spend  your 
time  you  will  soon  be  able  to  divide  the  charge  fair- 
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ly  among  buying,  selling,  and  management.  It 
won't  do  to  spend  too  much  time  on  any  one  of 
your  duties  to  the  neglect  of  others.  Many  mer- 
chants don't  give  buying  or  management  the  at- 
tention they  deserve  because  of  their  desire  to  be 
waiting  on  customers.  Every  merchant  ought  to 
spend  as  much  time  as  possible  on  the  floor  of  his 
store,  meeting  and  getting  acquainted  with  his 
customers ;  but  he  should  also  devote  sufficient  time 
to  managing  his  business.  Usually  buying  may  be 
done  in  the  forenoon,  and  the  afternoon  can  be  de- 
voted to  looking  after  the  trade.  You  can't  buy 
right  when  your  mind  is  on  something  else,  and  you 
can't  sell  to  best  advantage  when  you  are  thinking 
about  stocking  a  line  of  hardware. 

Right  at  this  point  it  is  well  to  emphasize  that 
an  adequate  accounting  system  takes  a  load  off  the 
merchant's  memory.  You  won't  have  to  be  con- 
stantly thinking  about  the  innumerable  details  of 
your  business  for  fear  that  something  might  have 
been  forgotten  or  overlooked.  Your  records  will  tell 
you  automatically  what  you  should  do  next.  You 
won't  have  to  keep  everything  in  your  head,  and 
you  will  therefore  be  able  to  devote  your  energies  to 
the  main  proposition  of  building  up  your  business. 
At  the  same  time  it  must  not  be  understood  that 
just  because  you  have  a  good  system  you  are  going 
to  be  a  success.  System  is  only  one  of  the  instru- 
ments of  success,  and  the  information  it  gives 
should  be  used  with  the  best  judgment. 


PLACING  AN  ORDER 

Before  placing  an  order  it  will  be  well  to  give 
careful  attention  to  all  details,  such  as  prices,  dis 
counts  to  be  allowed,  when  goods  will  be  shipped, 
by  what  route  they  will  be  shipped,  what  return 
privileges  you  are  entitled  to,  etc.  Mentioning 
these  details  removes  all  chances  for  mistakes  or 
misunderstandings,  and  by  being  definite  much 
trouble  may  be  avoided.  It  is  a  better  practice  to 
order  small  quantities  and  order  oftener  than  to  or- 
der large  quantities.  You  can  do  more  business  on 
less  capital  if  you  keep  your  stocks  down;  your 
stock  will  be  fresher ;  your  turnover  will  be  greater ; 
and  you  will  make  more  profit  for  the  amount  of 
money  you  have  invested. 

If  you  order  through  a  salesman  the  order  will 
be  signed  by  him  as  agent  for  the  jobber,  and  with 
your  signature  the  order  becomes  a  contract,  and  as 
such,  it  is  subject  to  the  conditions  of  ordinary 
contracts. 

Your  copy  of  the  order  should  be  placed  on  file 
until  the  goods  are  received.  You  should  keep  these 


orders  where  they  will  be  handy  so  that  you  will 
know  what  is  coming  and  can  write  if  shipment  is 
delayed.  It  is  best  to  make  out  all  orders  on  a  regu- 
lar order  blank  with  spaces  for  the  details  men- 
tioned above ;  and  this  is  just  as  essential  in  orders 
sent  by  mail. 


THE  PURCHASE  RECORD 

When  the  goods  are  received  you  should  imme- 
diately check  them  with  the  order  and  the  invoice, 
so  that  any  mistakes  may  promptly  be  attended  to. 
Before  placing  the  goods  in  stock  you  should  mark 
them  in  some  way  so  that  you  can  tell  what  they 
cost  and  what  you  wish  to  sell  them  for.  Stickers 
would  be  good  for  this  purpose.  On  such  stickers 
you  can  write  your  stock  number,  the  cost  price 
in  letters  or  code,  the  selling  price,  and  such  other 
information  as  you  think  essential.  The  invoice 
shows  the  net  cost  of  the  goods  received,  and  you 
should  figure  up  just  what  you  expect  to  sell  those 
goods  for  before  entering  the  bill  on  the  purchase 
record  (Form  H5).  Provision  is  made  on  this  record 
for  showing  the  date  of  invoice,  the  invoice  number, 
the  name  of  the  jobber  from  whom  you  bought  the 
merchandise,  terms,  net  amount  of  invoice,  the  cost 
and  retail  price  of  the  goods  distributed  by  de- 
partments, the  discount  date,  possible  cash  dis- 
count, and  the  date  when  invoice  is  paid.  These 
columns  can  easily  be  filled  out  from  the  informa- 
tion given  on  the  bill,  with  the  exception  of  the 
selling  price  of  the  goods,  which  you  will  have  to 
figure  yourself.  It  is  necessary  that  you  figure 
the  retail  price  if  you  wish  to  keep  even  an  ap- 
proximately correct  check  on  your  inventory,  and 
also  if  you  wish  to  be  able  to  know  your  approxi- 
mate gross  profits  daily.  This  matter  of  figuring 
profits  will  be  discussed  in  detail  later. 

By  making  a  record  of  every  purchase  made,  dis- 
tributing the  purchases  on  the  purchase  record  by 
departments,  and  by  keeping  a  sales  record  by  de- 
partments, you  will  get  a  very  close  approximation 
to  an  actual  inventory  at  all  times.  It  will  not  be 
exact  because  you  do  not  check  off  every  item 
bought,  but  it  will  be  close  enough  for  all  practical 
purposes,  and  adjustments  can  be  made  monthly 
and  again  when  you  take  your  inventory. 

The  purchase  record  will  show  you  which  jobbers 
make  prompt  shipments,  which  ones  give  you  the 
best  terms,  the  cash  discount  that  is  possible  if  you 
pay  the  bill  on  time,  and  the  date  when  bills  are 
paid.  You  will  be  able  to  watch  the  amounts  due 
to  see  that  they  do  not  get  too  large  and  also  to  see 
that  you  pay  them  so  as  to  realize  the  cash  discount. 
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AN  EXACT  INVENTORY 

There  may  be  some  lines  in  your  store  whicn 
you  believe  are  not  paying  a  profit,  such  as  paints 
or  roofing,  or  you  may  want  to  keep  a  check  on 
some  articles  to  ascertain  the  effect  advertising  has 
on  helping  to  sell  them.  An  exact  perpetual  stock- 
keeping  record  will  not  only  enable  you  to  avoid  the 
confusion  of  an  annual  inventory,  but  it  will  show 
you  which  lines  pay  a  real  profit,  how  long  certain 
merchandise  has  been  in  the  store,  from  whom  you 
bought  the  goods  and  what  they  cost,  how  long  a 
certain  quantity  of  any  line  will  last,  how  much 
capital  is  tied  up  in  dead  stock,  and  other  informa- 
tion which  will  be  valuable  to  you  in  building  up 
business. 

If  you  decide  to  keep  an  exact  inventory  for  one 
or  more  of  your  departments,  or  for  some  particular 
line  of  goods,  the  form  illustrated  on  a  preceding 
page  will  answer  the  purpose.  It  can  be  used  not 
only  as  a  stock  record,  but  it  will  answer  the  need 
of  a  price  record  and  be  a  guide  to  buying. 

These  cards  can  be  filed  alphabetically  by  articles, 
one  card  being  used  for  each  article.  By  filing  them 


in  this  way  you  can  easily  find  them  when  they  are 
wanted.  An  alphabetical  index  will  be  of  consider- 
able help. 

When  the  goods  are  received  and  checked  with 
the  invoice  you  should  enter  them  on  the  proper 
card,  using  the  columns  indicated.  This  card  will 
show  the  maximum  and  minimum  quantities  that 
should  be  carried  in  stock ;  it  will  show  you  the  loca- 
tion of  the  particular  article  in  your  store,  knd  the 
department  under  which  it  is  classified.  In  addition 
to  this,  you  will  have  a  complete  record  of  the 
prices  paid,  the  date  bought,  the  quantity,  trade  and 
cash  discount,  and  unit  retail  price. 

A  record  like  this  can  be  kept  up  with  very  little 
work  after  it  is  once  started,  and  it  would  cer- 
tainly repay  you  to  try  it  out  in  one  or  more  de- 
partments or  on  certain  lines.  The  record  will 
show  you  what  articles  are  producig  profits  and 
what  articles  are  a  dead  weight  on  your  hands.  You 
will  know  how  much  you  have  invested  in  each  line, 
and  whether  it  is  too  large  in  comparison  with  the 
profit  produced  by  that  line.  Your  problem  is  to 
weed  out  such  merchandise  as  remains  in  your  store 
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too  long  a  time.  You  are  in  business  to  make  a 
profit,  and  you  can  make  a  profit  if  you  push  those 
lines  that  sell  quickly.  You  should  constantly  ask 
yourself  whether  any  article  in  your  store  is  tying 
up  your  capital  needlessly.  It  is  just  as  necessary  to 
know  what  lines  stick,  so  that  you  can  do  something 
to  get  your  money  out  of  them  and  put  it  into  active 
stock  where  it  will  make  more  money. 

A  stock  record  will  show  you  which  jobbers'  and 
manufacturers'  lines  sell  best.  For  some  reason, 
often  not  apparent,  the  goods  of  one  jobber  sell  bet- 
ter than  those  of  another  and  for  that  reason  may 
be  more  profitable  in  the  end,  even  though  the  im- 
mediate profit  is  not  so  high.  For  instance,  if  you 
were  to  buy  an  ax  that  cost  $3.00  and  sold  for 
$4,00.  you  would  make  $1.00  gross  profit  or  25%. 
If  you  then  bought  another  ax  of  the  same  kind  and 
sold  it  you  would  make  another  $1.00  gross  profit. 
If  throughout  the  year  you  were  able  to  buy  and 
sell  six  of  these  axes  one  after  another,  you  would, 
at  the  end  of  the  year,  have  made  a  gross  profit  of 
$6.00  on  an  original  investment  of  $3.00.  This  is  a 
gross  profit  of  200%.  The  oftener  you  buy  and  sell 
the  more  money  you  make,  provided  you  sell  fre- 
quently enough  not  to  require  an  additional  invest- 
ment. Your  net  profit,  of  course,  would  not  increase 
in  direct  proportion,  since  your  expenses  would  in- 
crease slightly  with  increased  business.  This  very 
important  matter  of  turnover  will  be  discussed 
later. 

A  stock  record  kept  up  to  date  will  show  you  just 
what  lines  are  selling  fast  enough  to  make  the  most 
money  for  you,  just  what  makes  sell  best,  just  what 
prices  seem  to  suit  your  customers,  and  just  what 
articles  are  complained  about  or  most  often  returned 
when  sold. 

You  cannot  afford  to  buy  from  a  jobber  or  manu- 
facturer whose  goods  do  not  sell  or  do  not  give 
satisfaction,  and  a  stock  record  will  bring  that 
condition  to  your  attention. 

You  will  want  to  buy  goods  that  sell  easiest,  and 
the  articles  that  your  customers  want  will  most 
certainly  move  fastest.  It  is  important  that  you 
determine  just  what  your  best  selling  prices  are. 
Often  you  will  find  that  the  most  of  your  profit 
comes  from  "asked  for"  merchandise.  However,  it 
is  a  point  about  which  you  cannot  afford  to  guess. 

It  would  be  difficult  to  overvalue  the  assistance 
you  may  get  out  of  the  stock  record.  It  will  enable 
you  to  regulate  the  amount  and  kind  of  merchan- 
dise on  hand  so  that  you  won't  over-buy  or  under- 
buy except  on  account  of  conditions  beyond  your 
control.  Your  stock  can  be  cut  down  or  expanded 
as  need  be,  the  "dead"  lines  weeded  out,  the  good 
lines  given  a  better  chance  to  grow.    You  will  re- 


ally be  master  of  your  own  business  instead,  as  some 
merchants  are,  a  slave  to  it.  Such  a  stock  record 
gives  the  information  in  condensed  form,  easily 
accessible. 

If  you  do  not  keep  an  exact  perpetual  inventory 
you  should  at  least  classify  your  stock  into  depart- 
ments. By  classifying  it  in  this  way  you  will  know 
just  what  your  store  is  doing;  you  will  know  how 
much  is  invested  each  season  in  each  department; 
you  will  know  how  much  each  department  is  selling 
from  month  to  month  and  which  departments  show 
increases  over  previous  months  and  the  same 
months  of  previous  years.  You  will  know  what  de- 
partments need  bolstering  up;  what  departments 
are  a  burden  because  they  are  carrying  a  lot  of 
dead  stock.  You  will  know  whether  or  not  your 
advertising  and  window  displays  are  productive  of 
results,  and  what  lines  pay  best  when  advertised. 
A  great  many  other  profitable  ideas  will  crop  up  as 
the  result  of  keeping  your  records  from  day  to  day. 
You  cannot  know  too  much  about  your  business  if 
you  want  to  make  a  success  of  it. 


FREIGHT,  EXPRESS,  AND  DRAY  AGE 

Freight,  express,  or  drayage  paid  on  incoming 
shipments  should  be  entered  on  the  Business  Record 
in  column  No.  20,  "Freight,  Express,  and  Drayage," 
(See  line  "L"  Business  Record),  and  since  you  paid 
cash  for  this  item,  it  is  also  entered  in  column  No. 
30,  "All  Cash  Paid  Out."  Entries  should  be  made 
in  column  No.  20  for  charges  on  incoming  merchan- 
dise only,  and  such  entries  should  include  all  charges 
for  freight,  express,  drayage,  parcel  postage,  and 
other  carrying  charges  on  merchandise  received, 
whether  paid  to  the  transportation  company  or  to 
the  shipper.  The  total  amount  of  column  No.  20 
should  be  added  to  the  cost  of  your  merchandise,  as 
shown  in  column  No.  23,  "Inventory  and  Purchases 
of  Merchandise,"  whenever  you  desire  to  obtain 
your  total  merchandise  cost. 

There  are  many  things  to  be  considered  with 
regard  to  freight  and  express,  such  as: 

How  quickly  you  want  the  goods. 

How  much  the  shipment  will  weigh. 

Which  way  is  the  least  expensive. 

What  is  the  best  route  for  the  shipment. 

Whether  small   orders   cannot   be   packed  with 
other  goods,  etc. 

These  are  doubtless  receiving  your  attention  now, 
but  "eternal  vigilance  is  the  price  of  success." 

Charges  on  merchandise  sent  to  customers  should 
be  entered  in  column  No.  17,  "Delivery  Expense." 
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KEEPING  A  RECORD  OF  BILLS 

When  you  find  that  the  shipment  received  agrees 
with  the  bill  sent  you  by  the  jobber  or  manufac- 
turer, the  amount  of  the  invoice  should  be  entered 
on  the  Business  Record.  The  merchandise  is  added 
to  your  inventory  and  the  cost  of  it  is  therefore 
entered  in  column  No.  23,  "Inventory  and  Purchases 
of  Merchandise."  Since  you  owe  this  bill  to  your  job- 
ber or  manufacturer,  you  give  him  credit  for  it  by 
entering  it  in  column  No.  34,  "Jobbers,  Manufactur- 
ers, and  Others  Owed,"  because  your  stock  is  just 
that  much  larger  and  the  amount  you  must  pay  later 
on  is  also  larger.  If  the  amount  of  the  bill,  for  exam- 
ple, is  $340.00,  this  amount  is  entered  as  a  purchase 
and  added  to  your  inventory  and  at  the  same  time 
it  is  also  entered  as  being  owed  to  jobbers  and 
manufacturers.  (See  line  "E"  Business  Record.) 

By  giving  these  columns  constant  attention  you 
will  know  when  your  stock  is  getting  too  heavy  and 
also  when  the  bills  you  must  pay  are  accumulating 
too  rapidly.  There  will,  of  course,  be  a  natural  in- 
crease in  stock  at  certain  times  of  the  year,  but 
your  sales  effort  must  also  be  regulated  so  that  you 
will  have  money  to  pay  your  bills  when  they  be- 
come due.  If  your  stock  is  creeping  up  too  fast  it 
may  be  advisable  to  discontinue  buying  for  a  time 
except  for  reorders  of  necessary  lines.  By  watch- 
ing these  totals  carefully  you  ought  never  to  be 
obliged  to  ask  your  jobber  for  an  extension  of  time. 
Stocks  should  be  kept  down  and  sales  should  be  kept 
up  to  a  maximum  to  produce  the  most  profit. 

If  a  shipment  of  shop  materials  and  supplies  is 
received,  the  amount  of  the  invoice  is  entered  in 
column  No.  22,  "Shop  Costs,"  and  is  also  entered  in 
column  No.  34,  "Jobbers,  Manufacturers,  and  Oth- 
ers Owed;"  or,  if  you  pay  cash  for  the  shipment, 
it  should  be  entered  in  the  column  "All  Cash  Paid 
Out." 


CASH  DISCOUNTS 

Cash  discounts  are  amounts  which  a  jobber  or 
manufacturer  allows  a  retail  merchant  to  deduct 
from  his  bills  if  he  pays  them  within  a  specified  time. 
By  entering  the  purchases  separately  on  the  Busi- 
ness Record  you  will  be  able  to  see  what  bills  are 
unpaid,  so  that  you  can  pay  them  in  time  to  get  the 
benefit  of  any  cash  discount  that  may  be  allowed. 

There  are  two  important  reasons  why  a  retail 
merchant  should  always  take  advantage  of  cash 
discounts.  First,  such  discounts  are  additional 
profit  and  often  amount  to  considerable  sums.  For 
example,  if  your  purchases  during  the  year  amount 
to  $30,000,  and  you  are  allowed  to  deduct  2%  if 


payment  is  made  within  a  specified  time,  the  dis- 
count for  the  year  alone  will  amount  to  $600.  This 
is  not  by  any  means  an  insignificant  sum.  In  the 
second  place,  mercantile  rating  agencies,  in  deter- 
mining what  rating  to  give  to  a  merchant,  always 
wish  to  know  whether  cash  discounts  are  taken.  If 
they  are,  a  better  rating  is  given  than  if  a  merchant 
does  not  take  his  discounts.  Besides,  getting  the 
reputation  for  "prompt  pay"  will  mean  that  you 
can  buy  from  the  best  lines,  probably  better  ones 
than  the  retailer  who  takes  his  own  time  in  which 
to  pay. 

If  you  buy  a  bill  of  goods  for  $500,  with  terms  of 
2%  for  cash  in  10  days,  or  80  days  net,  and  you  de- 
cide to  take  advantage  of  this  discount,  your  earning 
will  be  $10.  If  you  did  not  have  the  available  cash, 
but  borroewd  $500  from  the  bank  for  30  days  at 
6%  a  year,  the  interest  for  30  days  would  be  $2.50. 
You  would  still  have  a  profit  of  $7.50  for  the  month 
in  that  case,  which  is  three  times  $2.50  and  is 
equivalent  to  18%  a  year  on  $500.  This  is  worth 
considering,  is  it  not? 

Many  stores  make  their  entire  profits  in  dis- 
counts; others  find  that  discounts  represent  half 
their  profits. 

With  the  opportunities  this  system  affords  of  giv- 
ing your  banker  an  adequate  statement  of  your 
business,  you  should  have  no  trouble  in  borrowing 
enough  money  to  discount  all  of  your  bills.  Your 
banker  is  just  as  anxious  to  loan  money  as  you  are 
to  get  it,  for  that  is  the  only  way  he  can  earn  any- 
thing on  his  deposits.  It  is  to  the  interest  of  the 
banker  to  help  you.  You  may  be  accepting  loans 
from  your  jobber  in  the  form  of  long  credits,  and 
the  jobber  may  be  financing  you  at  some  distant 
point  at  a  higher  rate  perhaps  than  you  could 
finance  yourself  right  in  your  home  town.  Your 
banker  doesn't  like  to  see  you  do  your  financing 
through  your  jobbers  in  far-away  towns  any  more 
than  you  like  to  see  your  patrons  order  from  a  mail 
order  house.  The  banker  wants  to  keep  the  business 
at  home  just  as  much  as  you  do. 

If  you  can  get  money  from  your  banker  at  6% 
and  by  using  it  for  discounting  purposes  make  18%, 
that  money  has  made  money  for  you  without  any 
effort  on  your  part;  and  the  retailer  who  makes  a 
practice  of  discounting  his  bills  seldom  has  any 
trouble  in  getting  all  the  money  from  his  bank  that 
he  will  need  for  this  purpose. 


PAYING  BILLS 

Being  businesslike  is  an  asset  that  a  retailer  can- 
not value  too  highly.  You  will  obtain  co-operation 
from  your  jobber  and  manufacturer  more  readily 
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if  your  dealings  with  them  are  strictly  businesslike. 
It  is  of  little  advantage  to  them  to  deal  with  a 
customer  who  is  slipshod  in  sending  orders  or  who 
is  continually  complaining  about  petty  things  or 
sends  goods  back  at  the  slightest  provocation.  You 
will  get  the  best  service  if  your  transactions  are 
conducted  in  a  systematic,  methodical  manner.  This 
applies  not  only  to  ordering  goods  and  paying  bills 
but  to  every  other  part  of  your  business. 

Payment  whenever  possible  should  be  made  by 
check,  since  your  returned  check  serves  as  a  re- 
ceipt for  payments  made.  All  checks  should  be  en- 
tered on  the  Business  Record  the  same  as  cash  pay- 
ments are.  In  case  you  make  payments  of  cash 
from  your  cash  drawer  or  cash  register  you  should 
make  a  notation  of  it  on  a  sales  slip  and  put  the  slip 
in  the  drawer  until  you  are  ready  to  enter  it  on  the 
Business  Record.  The  sales  slip  will  serve,  not  only 
for  making  sales,  but  also  as  a  record  for  money  re- 
ceived from  customers  an  account,  money  paid  out, 
goods  returned  by  customers,  goods  returned  to  job- 
bers, and  for  other  purposes.  This  will  simplify 
your  record-keeping  considerably.  At  the  end  of 
the  day,  or  in  the  morning,  when  you  are  ready  to 
make  your  entries  on  the  Business  Record  all  the 
information  necessary  can  be  obtained  from  your 
sales  slips,  your  check  book  stubs,  and  your  in- 
voices from  jobbers. 

In  paying  the  bill  of  a  jobber  or  manufacturer, 
the  amount  of  the  bill  should  be  entered  in  column 
No.  25,  "Jobbers,  Manufacturers,  and  Others  Paid 
Off."  To  the  right  of  the  wide  column  you  will  en- 
ter in  column  No.  30,  "All  Cash  Paid  Out,""  the  net 
amount  of  the  bill,  less  the  discount,  if  a  discount  is 
taken,  because  this  is  the  actual  amount  you  paid, 
and  in  column  No.  31,  "Cash  Discount  on  Pur- 
chases," you  enter  the  amount  of  the  discount. 
These  two  entries  on  the  right  side  will  then  bal- 
ance the  entry  on  the  left  side.  (See  line  "R"  Busi- 
ness Record.) 


ADVERTISING 

Progressive  merchants  are  coming  to  realize  that 
advertising  is  a  force  in  creating  demand  for  goods. 
You  are  continually  trying  to  find  some  way  to  sell 
more  goods  and  to  sell  them  at  the  least  possible 
expense.  It  is  your  duty  as  a  merchant  to  inform 
your  customers  what  merchandise  you  carry  in 
stock.  When  a  customer  makes  a  purchase  he  wants 
to  spend  as  little  time  as  possible  in  doing  so.  Your 
clerks  also  are  anxious  to  make  sales  with  as  little 
effort  as  possible;  their  salaries  are  usually  based 
on  the  amount  of  their  sales,  and  they  don't  want 
to  spend  a  good  portion  of  their  time  showing  mer- 
chandise.   They  want  to  make  sales.    It  is  not  an 


uncommon  occurrence  to  see  farmers  and  others 
hauling  articles  of  hardware  from  the  freight  sta- 
tion which  they  received  from  a  distant  mail  order 
house.  The  merchant  may  become  indignant,  but 
when  he  tells  his  customer  that  he  ought  to  buy 
such  merchandise  at  home,  he  will  be  surprised 
when  he  is  told  that  the  customer  did  not  know  the 
hardware  dealer  carried  the  particular  article  in 
stock.  It  doesn't  pay  to  sit  back  and  wait  for  busi- 
ness to  come  to  you.  Mail  order  catalogues  are  in 
every  third  home  in  the  country  and  more  particu- 
larly in  every  rural  home.  These  catalogues  describe 
every  article  in  the  minutest  detail;  they  are  as 
nearly  perfect  as  it  is  possible  to  make  them.  You 
should  make  the  same  kind  of  appeal.  You  have  the 
added  advantage  of  being  in  personal  touch  with 
your  trade;  you  know  their  needs;  and  you  can 
offer  a  service  that  the  mail  order  house  cannot. 
The  mail  order  houses  are  here  to  stay ;  they  are  an 
economic  growth.  It  would  be  well  if  every  retail 
merchant  imitated  the  business  methods  of  the 
legitimate  mail  order  houses ;  their  success  would  be 
assured  if  they  did. 

If  you  advertise  you  may  find  that  your  custom- 
ers will  come  in  and  ask  for  the  article  they  saw 
advertised,  and  very  little  selling  effort  on  the  part 
of  your  clerks  will  be  necessary.  A  saving  in  selling 
expense  is  worth  considering.  Besides,  your  clerks 
want  to  sell  as  much  as  possible;  they  don't  want 
to  spend  most  of  their  time  trying  to  convince  a 
customer  that  he  ought  to  buy  such  and  such  an 
article. 

Retail  distribution  is  changing  constantly  with 
changing  conditions  of  living.  The  automobile,  the 
telephone,  and  parcel  post  have  brought  the  large 
city  stores  close  to  the  country.  If  you  want  to  keep 
your  trade,  therefore,  you  should  advertise  and  you 
should  carry  good  stocks  and  keep  an  attractively 
arranged  store.  Your  business  will  grow  if  you  lay 
proper  plans  to  take  care  of  an  increase.  The  big 
stores  plan  a  whole  year  ahead;  they  estimate  from 
previous  years'  figures  what  their  total  business 
this  year  should  be,  what  their  expenses  should  be, 
and  what  profits  they  aim  to  make. 

In  the  hardware  business  there  are  seasons  of  the 
year  when  certain  merchandise  is  more  in  demand 
than  at  other  times.  For  example,  the  season  for 
stoves  begins  in  the  early  fall,  while  refrigerators 
are  sold  in  the  spring.  You  can  divide  up  your  sea- 
sons fairly  definitely  and  prepare  your  selling  and 
advertising  plans  for  these  seasons  in  advance. 

Advertising  expenses  include  the  cost  of  space 
taken  in  newspapers,  space  in  street  cars,  circulars 
that  are  distributed,  postage  on  circulars,  space  on 
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bill  boards  and  in  programs,  novelties  and  gifts 
given  your  customers  for  the  purpose  of  obtaining 
their  good  will,  window  displays,  operating  electric 
light  signs,  etc. 

For  instance,  if  you  incur  an  expense  of  $35.00  for 
advertising  in  your  local  newspaper,  you  will  enter 
that  amount  in  column  No.  15,  "Advertising,"  and 
on  the  opposite  side  of  the  Business  Record  you  will 
enter  the  amount  in  column  No.  30,  "All  Cash  Paid 
Out."    {See  line  "K"  Business  Record.) 

Advertising  is  always  charged  as  an  expense,  no 
matter  what  form  it  takes,  but  unlike  many  other 
expenses,  it  adds  materially  to  the  value  of  your 
business.  Every  concern  has  as  part  of  its  worth  an 
element  of  good  will,  and  if  you  were  to  sell  out  you 
would  want  to  take  this  "good  will"  into  considera- 
tion. Good  will  is  what  makes  people  consider  your 
store  as  their  store,  and  good  will  is  largely  the  re- 
sult of  the  reputation  you  have  built  up  through 
advertising.  A  new  business  has  little  of  this  asset 
because  it  is  not  known  to  the  public.  As  it  con- 
tinues and  advertises  truthfully  and  effectively  its 
good  will  increases  in  value,  and  though  it  is  not 
something  you  may  put  your  finger  on,  it  is  there 
just  the  same.  If  the  business  goes  down  hill  it 
rapidly  loses  this  good  will.  Many  a  business,  be- 
cause it  has  stopped  advertising  or  for  some  other 
reason,  has  in  a  few  months  sacrificed  all  of  its  good 
v/ill  and  could  not  be  sold  at  even  the  value  of  the 
merchandise  in  stock.  Advertising  is  charged  as  an 
expense,  but  it  is  an  expense  that,  if  rghtfully  ad- 
ministered, pays  well. 


DAILY  SALES 

Let  us  now  take  a  day's  sales  and  see  how  they 
are  recorded  on  your  books.  In  the  retail  hardware 
business  sales  are  made  not  only  for  cash  and  on 
open  credit,  but  also  on  contract.  Sales  on  contract 
may  cover  such  items  as  stoves,  refrigerators,  im- 
plements, or  other  large  or  expensive  items.  Cus- 
tomers may  not  have  the  money  to  pay  the  entire 
bill  at  one  time,  and  to  safeguard  himself  the  dealer 
makes  a  contract  with  the  customer,  specifying  the 
conditions  under  which  the  sale  is  made,  the  dates 
when  installment  payments  will  be  made,  etc.  A 
usual  condition  is  that  the  title  to  the  property  does 
not  pass  to  the  customer  until  the  last  installment 
has  been  paid.  In  some  cases  the  installments  are 
covered  by  notes,  which  give  the  dealer  additional 
security.  Contract  forms  vary  in  different  states 
to  conform  to  the  state  laws.  If  you  have  occasion 
to  use  contracts  in  your  business,  or  if  you  are  in 
doubt  as  to  whether  your  present  contract  form 
meets  the  requirements  of  the  laws  of  your  state, 
you  should  write  to  your  state  retail  hardware  asso- 


ciation or  to  the  National  Retail  Hardware  Associa- 
tion, who  are  always  willing  to  help  the  retailer  ir 
every  way  possible. 

Some  written  record  should  be  made  of  everj 
sale,  whether  it  is  a  cash,  charge  or  contract  sale 
This  record  is  necessary  for  a  good  many  reasons 
principally  to  check  up  your  clerks,  your  inventory 
your  cash,  etc.  You  also  want  the  names  of  youi 
customers,  even  though  they  pay  cash,  since  yoi; 
will  want  to  send  them  advertising  matter  and  no- 
tices of  special  sales. 

Customers  who  pay  cash  for  everything  are  toe 
often  overlooked  in  the  distribution  of  literature 
because  you  do  not  have  their  names.  Their  patron- 
age is,  of  course,  just  as  valuable  as  that  of  charge 
customers,  and  they  are  just  as  deserving  of  atten- 
tion. Besides,  you  should,  whenever  possible,  ge1 
the  name  of  any  customer  and  add  it  to  your  lists 
If  a  customer  has  been  trading  with  you  for  som( 
time  he  expects  to  be  known  by  name.  It  is  good 
business  to  get  the  names  of  your  customers  when- 
ever possible,  and  the  best  way  you  can  do  this  is  bj 
making  a  record  of  every  transaction. 


W.   M.   CAMPBELL 

HARDWARE  AND  IMPLEMENTS 
MOORHEAD,   MINN. 


SOLD  TO 


ADDRESS 
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NO    EXCHANGE  OR  CLAIM   RECOGNIZED   WITHOUT  THIS   CHECK 


HOW   SOLD 


STOCK   NO. 


AMOUNT  RECEIVED 


AMOUNT 


YOUR   PATRONAGE   IS   APPRECIATED  AND   WE   HOPE 
THAT  THIS    PURCHASE   IS    ENTIRELY  SATISFACTORY 
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The  sales  slip  shown  on  the  preceding  page 
is  one  of  the  many  convenient  forms  of  keeping  a 
record  of  every  transaction.  This  slip  will  give  you 
all  the  information  that  your  business  requires.  It 
has  spaces  for  the  date  of  sale,  number  or  letter  of 
clerk  who  makes  the  sale,  how  the  sale  is  made 
(cash,  charge,  or  contract),  and  amount  received. 
There  is  also  space  for  the  stock  number,  a  descrip- 
tion of  the  goods  sold,  the  code,  where  the  cost  of 
the  article  can  be  entered  in  the  code  letters  you 
have  adopted  to  indicate  your  costs,  the  department 
from  which  the  sale  is  made,  and  the  amount  of  the 
sale.  This  slip  also  has  a  duplicate  which  provides 
an  address  label  and  the  customer's  slip,  which  goes 
with  the  purchase  and  should  be  returned  by  the 
customer  in  case  of  error  or  exchange.  The  matter 
of  making  some  written  or  printed  record  of  every 
transaction  cannot  be  emphasized  too  strongly. 
When  the  slip  is  made  out  it  is  torn  out  of  the  sales 
book  and  the  duplicate  or  carbon  copy  wrapped  with 
the  customer's  package  so  that  he  may  have  a  rec- 
ord of  the  transaction.  Many  people  like  to  keep 
track  of  their  purchases,  and  the  duplicate  sales 
slip  provides  an  easy  way  for  doing  it. 

The  original  of  the  sales  slip  is  filed  as  soon  as 
sales  are  made,  and  each  one  should  be  accounted 
for.  They  are  numbered  from  1  to  50,  so  that  if  any 
are  lost  you  will  know  about  it.  You  should  insist 
that  the  slip  be  made  for  every  sale,  no  matter  for 
how  small  an  amount. 

These  same  sales  slips  can  and  should  be  used  for 
other  transactions  besides  sales.  When  you  receive 
money  on  account  from  customers,  make  a  sales  slip 
of  the  amount,  giving  the  duplicate  to  the  customer 
as  a  receipt.  Put  the  original  with  the  money  in 
your  cash  drawer,  safe,  or  cash  register  until  you 
are  ready  to  make  your  daily  entries  on  the  Busi- 
ness Record  and  to  deposit  the  money  in  the  bank. 
When  merchandise  is  returned  by  customers,  or 
when  you  ship  goods  back  to  jobbers,  make  a  slip  of 
the  transaction,  giving  the  duplicate  to  the  cus- 
tomer, in  case  of  goods  returned  to  you,  or  sending 
it  to  the  jobber  when  you  are  shipping  goods  to 
him.  In  this  way  there  will  be  no  forgotten  records, 
because  you  will  have  the  originals  on  file  and  you 
cannot  forget  to  make  the  records  daily  on  the  Busi- 
ness Record.  Sales  slips  can  be  used  for  every  kind 
of  transaction ;  they  are  the  best  check  on  your  busi- 
ness ;  and  their  use  simplifies  your  bookkeeping  very 
much. 

Of  course,  in  making  up  your  daily  sales  record, 
only  the  slips  of  sales  and  those  of  fnerchandise  re- 
turned are  used.  Usually  a  number  of  spindles  are 
used  for  filing  these  sales  slips  as  sales  are  made, 
with  a  spindle  for  each  clerk.   Or  they  can  be  filed 


in  separate  divisions  of  the  cash  drawer  or  cash 
register.  At  the  end  of  the  day,  or  as  you  go  along, 
these  slips  are  entered  on  the  Sales  Analysis  Rec- 
ord (See  Form  H2)  according  to  the  clerks  who 
made  them.  In  this  way  each  clerk  gets  credit  for 
what  he  sells  and  you  know  how  well  he  is  doing.  By 
comparing  the  totals  on  this  sheet  you  can  see 
which  ones  sell  the  most.  You  will  be  able  to  estab- 
lish standards  for  your  clerks  to  work  by.  Set  a 
mark  for  your  sales  and  then  try  to  beat  that  mark. 
You  see,  it  is  the  comparisons  of  figures  that  are 
important.  When  your  clerks  know  how  their  sales 
compare  with  the  sales  of  others  and  what  mark 
you  have  set,  every  one  will  be  eager  to  beat  his 
record.  Each  clerk  knows  what  he  must  do,  and  he 
knows  that  by  doing  more  he  will  increase  his  earn- 
ing capacity.  Such  friendly  rivalry  between  clerks 
is  good  for  your  business.  You  can  encourage  them 
occasionally  by  offering  them  commissions  or  bo- 
nuses for  extra  efforts. 

From  each  clerk's  sales  will  be  deducted  the 
amount  of  goods  he  has  sold  that  have  been  re- 
turned. Goods  often  come  back  because  they  are 
only  half  sold  in  the  beginning.  It  is  so  easy  to  say, 
"Oh,  take  it  along,  and  if  you  don't  want  it,  send  it 
back,"  instead  of  trying  to  make  the  customer  want 
the  article  while  he  is  in  the  store.  Retailers  should 
do  more  than  merely  "wait  on"  customers.  They 
should  be  salesmen,  and  to  be  salesmen  successfully 
they  should  know  the  merits  of  their  merchandise 
and  the  needs  of  their  customers.  Besides,  they 
should  know  something  of  human  nature  so  that 
they  can  make  the  right  kind  of  appeal  at  the  right 
moment.  Merchants  often  forget  to  charge  for 
goods  sent  out  on  approval,  thinking  that  such 
goods  will  come  back  in  a  day  or  two  and  to  make 
a  charge  would  be  double  work,  since  a  credit  will 
have  to  be  made  when  the  goods  are  returned.  All 
goods  sent  out,  whether  paid  for  or  sent  on  ap- 
proval, should  be  charged,  since  forgotten  charges 
have  been  the  cause  of  many  losses  among  retailers. 
The  amount  of  goods  returned  is  an  important  mat- 
ter and  will  be  touched  upon  again  in  this  book. 
Deducting  returns  from  the  sales  of  the  clerks  who 
sold  them  will  do  a  great  deal  to  lessen  the  number 
of  these  returns. 

When  the  sales  slips  have  been  listed  under  each 
clerk's  letter  or  number,  subdivided  according  to 
cash,  charge,  and  contract  sales,  and  the  amount  of 
returns  deducted,  you  will  have  the  net  cash,  charge 
and  contract  sales  of  each  clerk,  and  these  amounts 
added  together  will  show  the  totals  of  your  cash, 
charge,  and  contract  sales  for  the  day. 

You  will  then  sort  the  slips  according  to  the  de- 
partments of  your  business,  such  as  shelf  hardware. 
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stoves,  implements,  paints,  tools  and  cutlery,  sport- 
ing goods,  etc.  These  departments  can  be  indicated 
in  your  stock  numbering  system,  or  in  any  way  you 
see  fit.  Whenever  a  sale  is  made  the  letter  of  the 
department  is  written  on  the  sales  slip. 

After  sorting  the  slips  you  should  enter  the 
amounts  on  the  Sales  Analysis  Sheet  {See  Form 
H2),  where  provision  is  made  for  nine  departments, 
the  departments  being  given  the  letters  A,  B,  C,  D, 
E,  F,  G,  H,  and  I.  This  does  not  mean  that  your 
business  should  be  divided  into  nine  departments, 
but  you  can  follow  your  own  custom  in  the  matter, 
and  if  you  have  more  than  nine  departments  you 
will  have  to  use  two  sheets.  A  column  is  provided 
for  showing  the  cost  of  sales.  Its  use  is  optional, 
but  is  recommended,  especially  where  the  merchant 
keeps  a  perpetual  inventory.  However,  the  cost  of 
your  daily  sales  can  be  figured  approximately  with- 
out keeping  a  record  of  the  cost  of  every  sale.  This 
method  will  be  described  in  a  succeeding  paragraph. 
In  the  illustration  only  the  selling  prices  are  shown, 
but  if  you  feel  that  you  have  the  time  and  you  know 
the  cost  of  the  merchandise  in  your  store,*you  will 
have  better  records  if  you  enter  the  cost  on  the 
sales  slips  and  tabulate  such  costs  on  the  Daily 
Sales  Analysis.  You  will  then  know  accurately  what 
your  sales  have  been  by  departments  and  by  cost 
and  selling  price.  The  difference  between  the  total 
cost  and  selling  price  will  be  your  gross  profit  on 
your  business  for  the  day.  After  adding  up  the 
sales  by  departments  you  deduct  the  returns  and 
arrive  at  the  net  sales.  The  net  sales  are  then  car- 
ried to  the  summary  column  and  added,  the  total  of 
which  should  agree  with  the  total  shown  on  the 
other  side  of  the  sheet  where  the  sales  are  tabulated 
by  clerks. 

At  the  end  of  the  month  you  can  take  one  of 
these  sales  analysis  sheets  and  tabulate  your  daily 
totals  by  clerks  and  departments.  This  will  give 
you  the  monthly  performance  of  each  department 
and  each  clerk.  Similarly,  at  the  end  of  the  year 
you  can  tabulate  your  monthly  totals  to  find  your 
total  sales  for  the  year  by  clerks  and  by  depart- 
ments. 

In  this  way  you  can  tell  just  which  departments 
are  doing  the  best  business  and  which  departments 
need  attention  because  of  low  sales.  You  will  know 
which  ones  to  bolster  up.  Of  course,  changing  sea- 
sons will  have  some  effect  upon  the  sales  of  some 
departments.  There  are,  in  too  many  stores,  one  or 
two  or  three  departments  that  are  making  money 
not  only  for  themselves  but  to  pay  the  losses  of 
other  departments.  Every  department  in  your  store 
ought  to  "stand  on  its  own  feet."  It  should  be  made 
to  do  so  and  will  if  you  watch  your  sales  carefully. 


Goods  that  sell  must  pay  you  a  profit  and  the  inter 
est  on  the  money  you  have  invested  in  stock,  an< 
they  must  also  pay  the  interest  on  money  you  havi 
invested  in  merchandise  that  does  not  sell,  becausi 
you  are  entitled  to  interest  on  your  entire  invest 
ment,  as  well  as  a  reasonable  profit;  and  it  is  thi 
goods  that  sell  that  must  pay  both.  By  classifyinj 
your  stock  into  departments  you  will  be  able  t( 
watch  your  sales  carefully  and  soon  judge  whicl 
departments  are  a  burden  to  your  business  anc 
where  your  profits  are  coming  from. 


COST  OF  GOODS  SOLD 

After  you  have  totaled  your  daily  sales  on  the  Salei 
Analysis  Sheet,  according  to  cash,  charge,  and  con 
tract  sales,  you  enter  the  amounts  on  the  Busines: 
Record.  The  amount  of  cash  sales  is  entered  in  col 
umn  No.  27,  "All  Cash  Received,"  and  on  the  othei 
side  of  the  wide  column  it  is  entered  in  column  No 
35,  "Sales  of  Merchandise."  {See  line  "F"  Businest 
Record.)  The  amount  of  charge  sales  is  entered  ir 
column  No.  26,  "Customers  Charged,"  and  also  ii 
column  No.  35,  "Sales  of  Merchandise."  (See  Urn 
"G"  Business  Record.)  The  amount  of  contraci 
sales  is  entered  in  column  No.  21,  "Customers'  Notes 
and  Contracts,"  and  also  in  column  No.  35,  "Sales  oJ 
Merchandise."    (iSee  line  "H"  Business  Record.) 

Each  day  you  will  analyze  your  sales  in  this  man- 
ner. You  can  then,  by  simply  glancing  over  th( 
Business  Record,  tell  what  your  sales  are  from  daj 
to  day  without  going  to  the  trouble  of  doing  a  lo1 
of  needless  figuring.  This  record  enables  you  tc 
keep  your  finger  on  the  management  and  gives  yoi 
a  proper  basis  for  directing  your  business. 

There  are  two  ways  of  keeping  a  record  of  th« 
cost  of  your  daily  sales.  If  you  know  the  cost  ol 
your  merchandise  and  mark  the  costs  of  goods  sold 
on  the  sales  slips  daily,  you  can  tabulate  these  costs 
on  the  Sales  Analysis  Sheet  when  you  tabulate  the 
selling  prices.  The  summary  of  the  costs  will  b€ 
your  total  daily  cost  of  goods  sold,  and  this  amouni 
should  be  entered  on  the  Business  Record  in  column 
No.  24,  "Cost  of  Goods  Sold,"  and  also  in  column 
No.  37,  "Deductions  from  Inventory,"  since  youi 
inventory  is  reduced  when  the  goods  are  taken  from 
stock  to  be  sold. 

If  you  do  not  mark  the  cost  of  goods  on  the  sales 
slips  when  the  sales  are  made,  you  can  still  keep  a 
daily  record  of  the  approximate  cost  of  the  mer- 
chandise you  sell.  When  you  took  your  inventory 
before  opening  the  books  you  will  remember  that 
you  not  only  valued  it  at  cost,  but  you  also  made  a 
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record  of  the  retail  price.  You  classified  your  stock 
by  departments,  and  in  that  way  found  the  cost  and 
selling  price  of  the  merchandise  in  each  of  your  de- 
partments. You  then  entered  these  figures  on  the 
Monthly  Inventory  and  Merchandising  Summary 
sheet  (See  Form  H4)  under  each  department  oppo- 
site the  line  "Inventory  Last  Month."  The  differ- 
ence between  the  total  cost  and  the  totat  selling 
price  of  the  stock  in  one  department  is  the  mark- 
up, and  the  mark-up  divided  by  the  selling  price  is 
the  per  cent  of  mark-up.  By  referring  to  the  illus- 
tration of  Form  H4,  you  will  note,  under  depart- 
ment "A"  opposite  "Inventory  Last  Month"  that 
the  cost  of  goods  is  entered  at  $1,669.75,  the  selling 
price  $2,504.60,  the  mark-up  $834.85,  and  the  per 
cent  of  mark-up  SSVa- 

Since  the  sales  price  is  represented  by  100%,  the 
cost  price  will  be  100%  less  the  per  cent  of  mark- 
up. In  the  example  it  would  be  100%  minus  3SYz%, 
which  equals  66%%.  If  you  make  any  sales  from 
department  "A"  you  will  multiply  the  retail  price 
of  the  goods  sold  by  662/3%,  which  will  give  you  the 
approximate  cost  of  those  goods.  You  will  do  the 
same  for  goods  sold  from  each  of  the  other  depart- 
ments of  your  business,  in  each  case  using  the  per- 
centage of  the  selling  price  which  represents  the 
cost  of  the  goods. 

The  simplest  way,  under  this  method,  to  figure 
the  cost  of  goods  sold  daily  is  first  to  subtract  the 
per  cent  of  mark-up  from  100,  and  then  to  multiply 
that  per  cent  by  the  selling  price  of  the  goods  sold. 
By  doing  this  for  each  department  and  then  adding 
up  the  figures  for  each  department  you  will  obtain 
the  total  approximate  cost  of  goods  sold  for  that 
day.  This  figure  will  be  entered  on  the  Business 
Record  in  column  No.  24,  "Cost  of  Goods  Sold,"  and 
also  in  column  No.  37,  "Deductions  from  Inven- 
tory."   (See  line  "I"  Business  Record.) 

If  you  wish  to  know  the  value  of  your  inventory 
at  the  end  of  each  day,  you  simply  need  to  add  col- 
umn No.  23,  "Inventory  and  Purchases  of  Merchan- 
dise," and  subtract  from  this  amount  the  total  of 
column  No.  37,  "Deductions  from  Inventory."  Of 
course,  this  figure  would  be  only  approximately 
correct  under  the  second  method  of  figuring  the 
cost  of  goods  sold,  but  it  would  be  close  enough  for 
all  practical  purposes. 

You  will  understand  that  the  per  cent  of  mark- 
up will  likely  change  every  month  because  of  the 
fluctuation  in  the  price  of  goods  bought.  Purchases 
are  entered  on  the  monthly  inventory  sheet,  show- 
ing the  cost,  retail  price,  mark-up,  and  per  cent  of 
mark-up.  These  figures  are  added  to  the  inventory 
at  the  beginning,  and  from  the  total  of  the  two 


monthly  sales  are  subtracted.  This  will  give  you 
the  inventory  at  the  end  of  the  month,  and  these 
figures  will  be  transferred  to  the  sheet  for  the  next 
month  and  will  be  shown  as  "Inventory  Last 
Month."  You  will  then  use  these  new  figures  for 
estimating  the  cost  of  the  goods  you  sell  the  follow- 
ing month. 

At  the  end  of  the  year,  or  at  any  other  time  that 
you  take  your  inventory,  you  will  necessarily  have 
to  make  some  adjustments  in  your  inventory  rec- 
ord, since  it  may  be  that  in  some  departments  the 
greater  part  of  the  goods  sold  carried  a  mark-up 
less  than  the  average  for  that  department,  and  in 
other  departments  it  may  have  been  just  the  re- 
verse. This  would  naturally  affect  the  average  per 
cent  of  mark-up  of  the  goods  still  on  hand.  An  ad- 
justment made  at  the  time  of  inventory  taking  will 
show  you  how  far  you  have  been  off  in  figuring 
daily  costs.  This  adjustment  will  be  made  on  the 
Business  Record,  and  the  new  period  will  be  started 
right. 


RETURNED  GOODS 

You  especially  need  some  record  of  goods  that 
are  returned.  If  your  credit  business  is  considera- 
ble it  may  be  that  the  amount  of  goods  returned  is 
out  of  all  proportion  to  your  sales.  Sending  goods 
out  on  approval  or  being  lax  in  granting  credit  is 
not  the  best  merchandising,  for  the  chances  are  that 
a  good  many  of  the  articles  will  come  back,  and  if 
they  do,  they  are  usually  scratched  or  damaged  and 
cannot  be  sold  for  new  goods.  Besides,  to  have  con- 
siderable stock  out  on  approval  may  mean  the  loss 
of  sales,  for  when  another  customer  comes  in  who 
wants  a  particular  article  of  hardware,  it  may  be 
that  just  that  article  is  out  and  you  cannot  give  him 
what  he  wants.  Right  there  you  are  apt  to  lose 
your  customer.  Merchants  who  are  in  the  habit  of 
sending  goods  out  on  approval  usually  have  to  keep 
a  large  stock  of  goods  for  this  very  purpose.  In 
that  way  they  tie  up  a  good  bit  of  capital  which 
could  otherwise  be  used  in  pushing  their  business. 

If  you  do  send  out  articles  on  approval,  don't  for- 
get to  charge  them  all  to  the  customer.  They  should 
be  entered  as  part  of  the  sales  of  the  day  on  which 
they  are  sent  out,  and  when  they  are  returned  they 
should  be  deducted  from  the  sales  of  the  day  on 
which  they  are  returned.  You  should  ask  for  the 
return  of  the  sales  slip  each  time,  so  that  you  can 
classify  the  returns  properly  and  deduct  them  from 
the  sales  of  the  clerk  who  made  the  sales  in  the  first 
place. 

Too  much  attention  cannot  be  given  to  this  mat- 
ter of  returned  goods.   True,  you  should  not  want 
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a  customer  to  keep  anything  he  did  not  want.  That 
would  be  poor  business,  but,  on  the  other  hand,  hav- 
ing so  much  stock  out  that  is  likely  to  come  back  is 
a  serious  proposition.  Besides  lost  sales  and  les- 
sened salability  when  the  articles  are  returned,  you 
have  your  money  invested  in  all  of  this  stock  which 
is  in  the  hands  of  your  customers.  It  means  that 
you  must  carry  a  larger  stock  and  that  it  is  costing 
you  more  to  do  business  on  that  account. 

The  Sales  Analysis  Sheet  will  show  you  how 
much  this  amounts  to  in  your  store  and  also  if 
there  is  a  tendency  for  the  amount  to  grow  larger. 
So  long  as  other  stores  are  liberal  in  this  respect 
you  will  probably  have  to  be,  but  by  knowing  just 
how  things  are  going  you  can  do  everything  possi- 
ble to  counteract  this  practice. 


CUSTOMERS'  ACCOUNTS 

Your  sales  to  customers  will  generally  be  made 
for  cash,  on  credit,  on  contract,  or  on  notes.  First 
of  all,  a  written  record  should  be  made  of  every 
sale.  Sales  slips  are  the  best  to  use  for  this  purpose. 
These  slips  will  give  you  a  basis  for  keeping  track 
of  outstanding  customers'  accounts.  They  are  used 
for  tabulating  your  daily  sales  on  the  sales  analysis 
sheet,  and  are  then  filed  away  for  future  reference. 

Your  charge  accounts  can  be  kept  in  several 
ways.  If  it  has  been  your  practice  to  keep  a  cus- 
tomers' ledger,  it  would  be  well,  at  the  end  of  each 
day,  to  post  your  charge  sales  to  the  customers'  ac- 
counts. Delay  in  making  these  postings  may  be  se- 
rious, for  sales  tickets  are  often  mislaid  or  blown 
off  the  desk  and  swept  on  to  the  rubbish  heap.  Or 
customers  may  come  in  to  pay  past  bills  and  you 
should  know  in  a  moment  just  how  much  they  owe 
you. 

Or,  if  your  charge  business  is  not  very  large,  you 
can  file  the  slips  in  manila  envelopes,  using  one 
envelope  for  each  charge  customer  and  filing  the 
envelopes  in  a  box  or  drawer. 

Again,  you  may  use  a  card  ledger,  a  separate 
card  being  kept  for  each  customer's  account.  These 
cards  would  be  filed  in  a  box,  and  as  charge  sales 
are  made,  the  original  sales  slips  can  be  filed  back 
of  the  cards  until  you  are  ready  to  post  the  amounts 
on  the  cards. 

There  are  a  number  of  account  "registers"  on 
the  market,  all  of  which  have  some  merit.  Their 
purpose  is  to  make  it  convenient  for  the  merchant 
to  keep  track  of  his  credit  sales. 

Whatever  way  you  handle  your  customers'  ac- 
counts, you  should  always  keep  an  eye  on  the 
accounts  outstanding,  because  the  losses  from  bad 


debts  are  one  of  the  causes  of  retail  failures.  Cap- 
ital is  tied  up  in  customers'  accounts  when  it  should 
be  used  in  promoting  the  business  or  be  invested  in 
merchandise  that  would  pay  you  a  profit. 

A  record  should  also  be  kept  of  the  sales  made  on 
contract.  A  duplicate  copy  of  the  contract  should 
be  kept  on  file,  so  that  you  can  notify  the  customers 
when  their  installments  fall  due.  If  the  contract  is 
not  covered  by  one  or  more  notes,  the  charge  for 
the  merchandise  should  be  made  direct  to  the  cus- 
tomer, the  same  as  ordinary  charge  sales.  But  if 
the  contract  is  covered  by  one  or  more  notes,  the 
customer  would  be  charged  with  the  merchandise 
when  he  buys,  and  when  he  signs  the  notes  his  ac- 
count would  be  given  credit.  The  open  account 
would  be  your  note  account,  which  is  generally 
called  "Notes  Receivable."  In  this  case,  should  the 
customer  fail  to  pay  his  notes  you  could  not  sue 
on  his  account,  but  you  would  have  to  sue  on  the 
notes. 

You  should  keep  a  record  of  the  notes  that  are 
due  from  customers,  so  that  you  will  know  just 
what  notes  are  still  outstanding,  when  they  are  due, 
and  when  they  are  paid.  The  record  illustrated  can 
be  kept  without  much  work.  You  can  rule  off  the 
columns  in  an  ordinary  bound  book.  Provision  is 
made  for  the  date  of  the  notes,  the  name  of  the  per- 
son signing  the  notes,  for  what  purpose  they  are 
made  out,  when  they  fall  due,  the  amount  of  inter- 
est, the  date  of  discount  should  you  take  the  notes 
to  your  bank  for  that  purpose,  and  the  date  when 
the  notes  are  paid. 

There  are  some  advantages  in  doing  a  credit  busi- 
ness. Customers  may  buy  more  liberally,  it  may  tie 
them  more  closely  to  your  store,  and  it  certainly  is 
a  convenience  to  them.  Credit  buying  appeals  to 
the  better  class  of  people,  and  they  are  the  ones 
who  make  the  larger  purchases  and  buy  the  best 
merchandise. 

Extending  credit  is  also  apt  to  make  steady 
customers  of  those  who,  if  they  had  to  pay  cash, 
would  scatter  their  purchases  among  a  number  of 
merchants.  And  such  customers  are  less  apt  to 
higgle  about  prices.  They  require  less  time  to  sell 
and  they  usually  stay  sold,  while  one  who  pays  cash 
may  feel  that  it  is  one  of  his  prerogatives  to  he 
critical  and  independent  and  to  trade  where  he 
pleases. 

A  charge  customer  is  more  likely  to  be  friendly 
to  you  and  to  bring  you  trade  because  of  the  con- 
fidence he  has  in  your  methods.  You  will  be  able 
in  that  way  to  build  up  a  good  profitable  business; 
you  will  know  the  needs  of  your  customers  and  can 
stock  accordingly.   At  the  same  time  you  must  not 
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fail  to  watch  your  outstanding  accounts  very  care- 
fully. Business  is  business,  and  friendship  in  busi- 
ness can  be  carried  too  far. 

The  mail  order  houses  do  business  on  a  strictly 
cash  basis.  In  that  way  they  avoid  losses  from  bad 
debts.  But  there  are  a  good  many  people  who  don't 
like  to  pay  in  advance  for  something  they  haven't 
seen,  even  if  they  have  the  privilege  of  returning  it 
should  they  not  be  satisfied.  By  granting  credit  you 
will  be  able  to  turn  a  good  bit  of  trade  your  way 
which  might  otherwise  drift  to  the  catalogue 
houses. 

There  are  other  advantages  in  doing  a  credit 
business,  but  the  fact  remains,  nevertheless,  that  a 
large  percentage  of  retail  failures  is  due  almost 
entirely  to  laxness  with  regard  to  limiting  the 
amount  of  credit  a  customer  shall  have  and  in  not 
making  collections  promptly.  It  is  safe  to  say  that 
if  every  transaction  were  a  cash  transaction  there 
would  be  no  credit  losses.  This  would  reduce  the 
cost  of  doing  business,  which  in  turn  would  be  re- 
flected in  lower  costs  to  customers.  A  retailer  who 
sells  for  cash  can  buy  in  the  same  way  and  thereby 
secure  the  best  prices.  This  puts  him  on  a  better 
footing  to  meet  competition. 


But  if  you  are  in  proper  control  of  your  credit 
business — such  control  as  is  assured  by  the  simpli- 
fied Business  Record  System — you  will  be  able  to 
eliminate  to  a  considerable  extent  losses  from  bad 
debts,  and  you  will  be  able  to  buy  as  cheaply  as  the 
merchant  who  sells  for  cash.  The  retailer  who  ex- 
tends credit  can  do  more  business,  thereby  lowering 
his  selling  expense.  He  can  in  that  way  buy  in 
larger  quantities  because  of  his  increased  business, 
and  there  is  no  reason  why  he  should  not  be  able  to 
sell  as  cheaply  as  his  cash  competitors. 

What  is  needed  is  proper  control  of  the  credit 
business,  and  proper  control  is  assured  by  a  system 
which  keeps  the  merchant  informed  as  to  his  out- 
standing accounts.  Of  course,  there  are  other  con- 
siderations. No  merchant  should  extend  credit  to 
one  he  knows  is  financially  unable  to  meet  his  obli- 
gations. Proper  care  in  extending  credit  and  proper 
watchfulness  of  the  outstanding  accounts  will  in- 
sure a  continually  increasing  profitable  credit  busi- 
ness. 

At  the  end  of  each  day  the  total  amount  of  what 
customers  pay  you  on  their  charge  accounts  should 
be  entered  in  column  No.  27,  "All  Cash  Received," 
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and  also  in  column  No.  32,  "Customers  Credited." 
(See  line  "O"  Business  Record.)  Likewise,  the 
amount  received  from  customers  on  their  contracts 
or  notes  should  be  entered  once  a  day  in  column  No. 
27,  "All  Cash  Received,"  and  in  column  No.  33, 
"Payments  on  Customers'  Notes  and  Contracts." 
{See  line  "P"  Business  Record.) 

The  total  of  what  customers  owe  you  on  open  ac- 
counts, as  shown  by  your  customers'  ledger,  or  by 
adding  up  the  total  amount  due  as  shown  by  the 
sales  slips,  should  always  agree  with  the  difference 
between  the  total  of  column  No.  26,  "Customers 
Charged,"  and  the  total  of  column  No.  32,  "Cus- 
tomers Credited."  The  total  amount  of  what  cus- 
tomers owe  you  on  contracts  or  on  notes  should 
agree  with  the  difference  between  the  total  of  col- 
umn No.  21,  "Customers'  Notes  and  Contracts"  and 
the  total  of  column  No.  33,  "Payments  on  Custom- 
ers' Notes  and  Contracts." 


STOCK  TURNOVER 

If  you  are  keeping  a  perpetual  inventory  on  any 
part  of  your  stock  you  will  check  off  the  merchan- 
dise sold  each  day  before  you  file  away  your  sales 
slips  or  other  record  of  sales  for  the  day. 

You  will  remember  that  under  this  method  when 
you  received  merchandise  from  the  jobber  or  manu- 
facturer you  entered  it  on  the  stock  and  buying 
record  cards,  using  individual  cards  for  each  item 
or  article.  Now,  at  the  end  of  the  day's  business, 
you  will  check  off  those  articles  that  were  sold  dur- 
ing the  day  and  make  new  notations  of  such  arti- 
cles that  were  returned.  This  is  not  a  complicated 
matter  at  all,  even  if  your  sales  are  large.  For  this 
purpose  the  columns  under  "Sales"  should  be  used, 
columns  being  provided  for  the  date,  the  quantity 
sold,  and  the  balance  remaining  on  hand.  A  column 
is  also  provided  for  entering  any  returns  by  cus- 
tomers. 

In  this  way  you  will  know  just  what  you  have  on 
hand  in  those  lines  for  which  you  are  keeping  a 
perpetual  stock  record.  You  will  also  know  when 
and  from  whom  you  bought  the  goods,  what  you  paid 
for  them,  what  you  expect  to  sell  them  for,  what 
quantity  has  been  sold,  and  when  it  has  been  sold. 
With  this  information  you  have  a  basis  for  making 
plans  for  the  future.  You  will  know  your  turnover 
on  those  particular  lines.  For  example,  if  you  keep  a 
perpetual  day  to  day  record  of  your  paint  depart- 
ment, you  will  soon  find  out  what  makes  of  paints 
are  the  best  sellers ;  you  will  be  able  to  find  the  reason 


why  they  are  the  best  sellers ;  and  you  will  push  those 
brands  because  they  are  the  profit-makers.  You  can 
do  the  same  for  stoves,  or  tools,  and  other  lines. 
Those  lines  for  which  there  is  an  active  demand  are 
the  easiest  to  sell  and  take  the  least  time  of  your 
clerks  to  sell.  By  watching  your  turnover  and 
speeding  it  up  wherever  possible  you  will  be  able  to 
do  more  business  on  less  capital.  Here  is  how  you 
will  do  it:  Instead  of  putting  in  a  great  variety  of 
all  kinds  of  hardware,  you  will  buy  only  such  mer- 
chandise as  sells.  You  may  think  that  your  stock 
must  be  complete;  that  you  must  have  at  least  one 
article  of  several  lines  of  hardware  just  because  a 
customer  might  come  in  some  time  and  want  to  buy 
that  particular  article.  Don't  do  it.  The  customer 
isn't  worth  it.  Such  merchandising  may  be  all  right 
in  some  localities,  but  for  the  average  hardware 
dealer  it  isn't  good  practice.  That  isn't  the  way  the 
big  department  stores  make  their  profits.  If  they 
stock  articles  like  that  and  later  find  that  they  are 
cluttering  up  their  shelves  and  show  cases  and  are 
not  moving,  they  soon  reduce  the  price  and  dispose 
of  them.  You  should  do  the  same.  Don't  tie  up  your 
capital  in  inactive  merchandise. 

You  will  turn  your  capital  invested  in  a  particu- 
lar kind  of  stock  every  time  you  sell  out  that  stock. 
You  see  that  you  will  need  more  capital  to  carry 
stock  for  which  there  is  not  a  constant  demand  than 
for  stock  which  moves  quickly.  And  the  stock 
which  sells  quickly  must  carry  the  interest  charges 
of  the  capital  invested  in  dead  stock. 

Suppose  that  your  stock  is  turned  once  a  year 
and  that  another  hardware  merchant  turned  his 
stock  three  times  a  year.  That  means,  if  both  mer- 
chants did  the  same  business,  the  one  whose  stock 
turned  once  a  year  would  require  three  times  as 
much  capital  as  the  one  whose  stock  turned  three 
times.  And  the  chances  are  that  the  expenses  of  the 
merchant  whose  stock  turned  three  times  would  be 
but  slightly  greater  than  the  expenses  of  the  mer- 
chant whose  stock  turned  only  once.  Let  us  see  the 
result,  then,  of  greater  stock  turn.  Suppose  that 
the  hardware  merchant  makes  a  gross  profit  of 
35%,  and  suppose,  further,  that  he  carries  a  stock 
of  $32,500,  which  he  sells  for  $50,000  and  turns  his 
stock  once  a  year.  His  gross  profit  will  be  $17,500 ; 
that  is,  the  profit  before  his  expenses  are  deducted. 
Now,  suppose  he  turns  his  stock  three  times  a  year. 
That  means  that  during  the  year  he  sells,  not  $50,- 
000  worth  of  hardware,  but  three  times  $50,000,  or 
$150,000  worth.  His  gross  profit,  figured  at  35%, 
would  be  $52,500.  And  to  turn  his  stock  three  times 
required  no  more  capital  than  if  he  turned  it  only 
once  a  year.  Of  course,  expenses  increase  with  in- 
creased business,  but  they  don't  increase  in  the 
same  ratio  as  the  greater  gross  profit  does. 
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Rapid  turnover  is  the  secret  of  success  in  run- 
ning a  store.  You  will  have  less  money  invested  and 
will  have  capital  to  take  advantage  of  special  op- 
portunities. You  can,  in  many  cases,  sell  the  goods 
before  you  are  required  to  pay  for  them.  You  will 
have  less  stock  on  which  to  pay  insurance ;  you  will 
not  be  in  danger  of  being  "badly  stuck"  if  prices 
should  drop;  you  can  sell  goods  at  a  closer  margin 
and  still  make  more  money;  your  stock  will  bo 
newer  and  of  the  latest  designs;  your  merchandise; 
will  not  become  shopworn  or  lose  any  of  its  bright- 
ness ;  and  by  keeping  the  size  of  your  stock  down  you 
will  have  it  all  right  where  you  can  get  at  it  instead 
of  in  a  stock  room  where  you  and  your  clerks  are  lia- 
ble to  forget  it.  You  should  keep  your  stock  down 
to  a  minimum  and  instead  of  buying  in  large  quan- 
tities you  should  buy  in  small  quantities  and  buy 
oftener. 

To  obtain  your  stock  turnover  you  divide  the  av- 
erage inventory  into  the  cost  of  goods  sold.  If  you 
take  an  inventory  twice  a  year  and  find  that  at  one 
time  your  stock  amounts  to  $30,000,  and  at  the  sec- 
ond inventory  to  $40,000,  your  average  inventory  is 
$35,000.  And  if  during  the  period  the  cost  (not  the 
selling  price)  of  the  merchandise  you  sell  amounts 
to  $105,000,  your  stock-turn  is  3.  The  reason  the 
cost  of  goods  is  used  for  figuring  stock  turnover  is 
because  your  inventory  is  figured  at  cost,  and  when 
you  sell  out  all  you  have  bought  in  a  certain  line, 
your  stock  is  turned  once  without  regard  to  the 
price  at  which  you  sell. 

Of  course,  you  can  watch  the  movement  of  your 
stock  much  more  closely  if  you  keep  an  actual  per- 
petual inventory  of  every  item  carried  in  stock,  but 
even  if  you  keep  only  an  approximate  book  inven- 
tory as  described  in  preceding  pages,  you  still  have 
an  opportunity  for  figuring  your  monthly  turnover 
by  departments  and  for  your  business  as  a  whole. 
Besides,  it  would  be  well,  on  some  lines  of  merchan- 
dise, to  figure  the  turnover  on  individual  items, 
such  as  stoves,  implements,  etc.  In  that  way  you 
will  be  able  to  tell  which  is  the  best  selling  article. 

Before  leaving  this  most  important  subject  of 
turnover,  it  is  well  to  emphasize  once  more  the  de- 
sirability of  watching  closely  the  movement  of  your 
stock.  You  can  readily  understand  that  the  higher 
the  number  of  turnovers  the  greater  will  be  your 
profit.  And  there  need  not  be  any  raising  of  the 
price  of  your  merchandise. 

Further,  you  will  be  able  to  hire  better  clerks  by 
paying  more,  and  while  this  will  increase  your  sell- 
ing expenses  slightly,  your  expenses  will  not  in- 
crease in  proportion  to  your  increased  profits. 


SALARIES  OF  SALES  FORCE 

You  will  perhaps  pay  your  sales  clerks  once  a 
week.  You  should  enter  the  amount  paid  in  column 
No.  14,  "Salaries,"  under  "Selling,"  and  on  the  op- 
posite side  in  column  No.  30,  "All  Cash  Paid  Out." 
Don't  forget  that  if  part  of  your  time  as  proprietor 
or  partner  is  spent  in  selling,  a  part  of  your  salary 
should  be  charged  to  selling  expense.  Right  here  we 
might  mention  that  the  figures  from  the  Sales 
Analysis  Sheet  will  give  you  a  basis  for  determin- 
ing the  efficiency  of  your  clerks.  You  can  watch 
their  daily  sales  and  compare  the  results  of  their 
efforts.  It  is  possible  that  some  of  them  are  not  as 
efficient  as  they  should  be,  but  who,  through  proper 
encouragement  and  training,  can  be  brought  up  to 
the  highest  standard.  By  keeping  close  tab  on  the 
work  of  your  clerks  you  will  be  able  to  direct  your 
business  more  intelligently.  You  will  be  adopting 
methods  that  are  typical  of  the  methods  of  success- 
ful merchants  in  all  parts  of  the  country. 

You  will  be  able  to  find  out  what  percentage  of  a 
clerk's  sales  should  be  paid  in  salary.  After  you 
have  found  this  standard,  if  a  clerk's  sales  decrease 
so  that  the  percentage  of  his  sales  paid  him  in  sal- 
ary goes  above  the  average,  you  will  very  quickly 
want  to  know  why ;  and  if  he  does  not  improve  the 
condition,  you  will  have  sufficient  reason  for  drop- 
ping him  because  it  will  not  be  fair  to  the  other 
clerks  to  keep  a  man  on  the  payroll  who  is  not  pro- 
ducing his  share  of  the  business  but  is  being  paid 
a  salary  on  the  same  basis  as  other  clerks  who  are 
doing  more  than  he  is. 

A  great  deal  of  thought  has  been  devoted  to  the 
method  of  paying  salespeople.  So  many  things  must 
be  taken  into  consideration  that  it  would  be  difficult 
to  lay  down  an  arbitrary  method.  You  may  find  it 
desirable  to  pay  a  straight  commission  or  a  straight 
salary,  or  a  combination  of  both.  Commissions  are 
difficult  to  adjust  because  of  the  great  variety  of 
merchandise  handled  by  the  average  store,  and 
straight  salaries  are  sometimes  unsatisfactory  be- 
cause there  is  no  incentive  for  the  clerk  to  do  his 
best.  Perhaps  you  will  find  a  combination  of  a  sal- 
ary and  commission  the  best  for  your  business.  The 
method  you  work  out  should  be  the  one  which  will 
produce  the  greatest  amount  of  profitable  business 
for  you  and  at  the  same  time  give  the  clerks  ade- 
quate compensation  for  their  efforts. 

By  adopting  these  methods  you  will  be  following 
the  principles  that  have  made  big  merchants  suc- 
cessful. By  keeping  in  close  touch  with  every  angle 
of  your  business  you  will  be  able  to  direct  it  prop- 
erly. 
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OTHER  SELLING  EXPENSE 

In  dull  seasons  and  at  other  times  you  may  want 
to  do  something  to  keep  up  your  sales.  Or,  it  may 
be  your  custom  to  pay  your  clerks  a  bonus  or  com- 
mission at  the  end  of  certain  periods,  based  on  the 
amounts  of  their  sales.  Such  extra  payments  should 
not  be  charged  as  salaries,  but  should  be  entered  in 
column  No.  16,  "Miscellaneous  Selling  Expense." 

This  column  will  also  include  any  P.  M.'s  on  sales. 
P.  M.  stands  for  premium  money  and  is  a  certain 
amount  given  the  sales  clerk  for  selling  stock  that 
for  some  reason  or  other  should  be  pushed.  In  some 
respects  the  giving  of  P.  M.'s  is  desirable.  Used  to 
induce  clerks  to  push  certain  articles,  the  giving  of 
P.  M.'s  will  have  more  effect  than  marking  down 
the  articles.  It  will  also  help  to  get  new  lines  or 
higher  priced  goods  introduced  or  move  stock  that 
for  some  reason  is  inactive.  Still,  in"  many  stores 
the  giving  of  P.  M.'s  has  degenerated  into  an  unde- 
sirable practice.  In  such  stores,  unsalable  mer- 
chandise is  marked  with  P.  M.'s  so  that  the  clerks 
will  force  its  sale.  Where  this  is  the  case,  the  cus- 
tomer is  often  induced  to  buy  merchandise  which, 
because  of  being  old  or  undesirable,  should  not  be 
offered  at  full  price.  Clerks  will  naturally  push 
those  articles  which  have  a  P.  M.  attached  to  them 
in  order  to  increase  their  weekly  incomes,  and  will 
not  try  to  sell  other  merchandise  which  brings  you 
a  greater  profit. 

It  doesn't  pay — it  isn't  good  for  your  business  to 
try  to  induce  customers  to  buy  what  you  know  will 
not  be  satisfactory  to  them. 

The  solution  lies  in  better  buying  and  a  closer 
watch  on  your  stock.  Both  of  these  are  to  be  ob- 
tained through  the  use  of  the  Business  Record  Sys- 
tem. If  you  use  P.  M.'s  in  your  business  you  will 
need  to  watch  carefully  the  interests  of  the  cus- 
tomers, for  stable  business  can  only  be  built  on 
complete  fairness  and  satisfaction  to  every  cus- 
tomer. 

The  cost  of  wrapping  paper,  boxes,  containers, 
and  other  items  that  are  not  properly  chargeable  to 
salaries  or  advertising,  should  also  be  entered  in 
column  No.  16,  "Miscellaneous  Selling  Expense." 
There  is  danger,  however,  of  this  column  becoming 
a  sort  of  catch-all  for  all  kinds  of  expense.  Wher- 
ever possible,  expenses  should  be  charged  where 
they  rightfully  belong  so  that  you  may  be  able  to 
analyze  your  costs  properly. 


DELIVERY  EXPENSE 

Expenses    incurred    in    delivering    merchandise 
should  be  entered  in  column  No.  17,  "Delivery."  On 


the  opposite  side  the  entry  would  be  in  column  No. 
30,  "All  Cash  Paid  Out." 

Delivery  expense  includes  the  wages  of  delivery 
clerks,  or  part  of  the  wages  of  store  clerks  for  the 
time  they  spend  in  delivering.  For  instance,  if  a 
clerk  spends  a  third  of  his  time  in  delivering  hard- 
ware, a  third  of  his  salary  should  be  charged  to 
"Delivery  Expense."  The  cost  of  maintaining  your 
delivery  equipment,  whether  it  be  bicycles,  motor- 
cycles, motor  cars,  or  horses  and  wagons  should 
also  be  charged  to  delivery  expense.  The  rent  of 
stable  or  garage  in  which  your  delivery  equipment 
is  kept  should  be  charged  as  a  "Delivery  Expense," 
as  should  also  the  depreciation  on  the  equipment 
owned.    (See  line  "D"  Business  Record.) 

Please  understand  that  the  cost  of  the  equipment 
is  not  to  be  charged  to  this  account,  but  only  the 
cost  of  keeping  it  up,  because  the  cost  of  equipment 
has  already  been  charged  in  column  No.  2,  "Fix- 
tures and  Equipment  Purchased." 

Also,  this  account  is  to  be  charged  only  for  the 
cost  of  delivering  outgoing  merchandise.  The  cost 
of  hauling  incoming  merchandise  from  the  freight 
house  is  to  be  charged  to  "Freight,  Express,  and 
Drayage." 


ALLOWANCES 

Allowances  made  on  merchandise  sold  may  be  di- 
vided into  two  classes:  First,  an  allowance  refund 
may  be  made  for  goods ;  second,  an  allowance  may 
be  made  on  the  purchase  price  to  a  customer  who 
complains  of  some  real  or  fancied  defect. 

Except  in  a  comparatively  few  cases  of  actual  de- 
fects, allowances  are  always  made  to  satisfy  the 
customer  and  retain  his  good  will.  This  is  clearly 
an  expense  of  the  business,  while  a  refund  for  mer- 
chandise returned  is  a  deduction  from  sales,  the 
merchandise  being  actually  replaced  in  stock.  In 
the  latter  case  allowances  are  entered  daily  on  the 
Sales  Analysis  Sheet  and  do  not  appear  on  the  Busi- 
ness Record. 

All  allowances  for  defective  goods  should  be  en- 
tered in  column  No.  19,  "Allowances,"  and  on  the. 
opposite  side  they  should  be  entered  either  in  col- 
umn No.  30,  "All  Cash  Paid  Out,"  or  in  column  No. 
32,  "Customers  Credited,"  according  to  whether  you 
make  a  cash  refund  or  credit  the  customer  on  his 
account. 

The  real  meaning  of  this  expense  is  something 
that  the  average  retail  merchant  does  not  realize 
until  he  has  some  systematic  method  to  show  it  up. 
On  the  Business  Record  the  allowances  you  make 
show  up  clearly  and  at  the  end  of  the  month  you 
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can  figure  out  what  percentage  your  total  allowance 
is  to  your  total  sales.  You  will  probably  find  that 
your  allowances  are  out  of  all  proportion  to  your 
sales.  This  record  should  point  the  way  to  reducing 
this  expense  to  a  minimum. 


SHOP 

A  good  many  hardware  merchants  pay  little  at- 
tention to  their  shops.  They  don't  know  whether 
their  shops  are  profitable  or  not,  or  whether  they 
are  actually  losing  money.  Some  may  think  that  the 
receipts  from  shop  work  are  all  clear  profit,  when, 
as  a  matter  of  fact,  if  they  analyzed  conditions, 
they  might  be  surprised  to  find  that  their  shop  is 
operating  at  a  loss.  The  shop  occupies  space,  uses 
power,  heat,  and  light,  and  it  isn't  good  business  to 
make  the  other  departments  of  your  store  bear  the 
burden  of  carrying  shop  losses.  While  it  may  not 
be  possible  to  ascertain  accurately  the  cost  of  run- 
ning the  shop,  the  approximate  cost  should  be  deter- 
mined, and  in  this  cost  should  be  figured  rent  for 
the  space  occupied,  light,  heat,  and  power  con- 
sumed, materials  and  supplies  used,  and  wages  of 
shop  men. 


To  keep  an  accurate  record  of  each  job  you 
should  use  some  sort  of  card  or  slip  on  which  you 
can  enter  the  name  of  the  customer,  the  job  num- 
ber, the  nature  of  the  job,  material  and  supplies 
used  and  their  cost,  labor  performed,  etc.  You  will 
not  be  able  to  determine  exactly  the  overhead 
charge  that  applies  to  each  particular  job,  but  you 
can,  through  experience,  estimate  it  fairly  accu- 
rately. A  record  like  the  one  shown  here  would 
serve  the  purpose  and  could  be  kept  conveniently  in 
a  box,  filed  alphabetically : 

The  cost  of  shop  materials  and  supplies,  such  as 
piping,  tin,  solder,  or  anything  that  is  used  up  in 
connection  with  a  job  should  be  entered  direct  from 
the  invoices  in  column  No.  22,  "Shop  Costs,"  and  on 
the  opposite  side  in  column  No.  30,  "All  Cash  Paid 
Out,"  or  in  column  No.  34,  "Jobbers,  Manufactur- 
ers, and  Others  Owed,"  depending  upon  whether 
you  pay  cash  for  it  or  have  it  charged.  (See  line 
"J"  Business  Record.)  If  you  take  material  from 
the  store  for  use  on  a  job,  you  should  charge  the 
cost  of  such  materia]  to  the  shop  by  entering  it  in 
column  No.  22,  "Shop  Costs,"  and  deduct  it  from 
your  inventory  of  merchandise  by  entering  it  also 
in  column  No.  37,  "Deductions  from  Inventory."  In 
this  way  you  will  be  able  to  keep  an  accurate  record 
of  the  materials  used  in  the  shop. 


JOB 

Name 
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The  cost  of  machinery,  tools,  and  equipment  of 
the  shop  is  not  to  be  charged  as  shop  costs,  since 
they  are  part  of  your  assets  or  resources,  and  when 
such  machinery,  tools,  and  equipment  are  bought  the 
cost  is  entered  in  column  No.  2,  "Fixtures  and 
Equipment  Purchased."  Depreciation  on  such 
equipment  will  be  charged  off  as  explained  in  a  suc- 
ceeding section.  However,  such  shop  tools  as  are 
consumed  through  use  can  be  charged  as  shop  costs. 

The  wages  of  men  employed  in  your  shop  should 
be  charged  to  "Shop  Costs,"  and  if  you  care  to  ap- 
portion your  rent,  heat,  light,  and  power,  upkeep 
and  depreciation  of  shop  machinery  and  equipment, 
you  can  enter  the  amount  you  think  proper  in  col- 
umn No.  22.  You  can  usually  do  this  when  you  are 
paying  your  monthly  rent  and  light  bills.  Rent  can 
be  charged  according  to  the  space  occupied,  light 
according  to  the  number  of  lights  used,  but  the 
charges  for  heat,  power,  and  depreciation  will  prob- 
ably have  to  be  estimated. 

In  case  some  of  your  shop  men  put  in  part  of  their 
time  in  the  store,  it  is  not  proper  to  charge  their  en- 
tire time  to  the  shop,  for  if  you  did  your  shop  costs 
would  not  be  shown  correctly  on  your  books.  The 
time  spent  in  selling  or  in  delivering  should  be 
charged  to  store  expense.  You  can  do  this  when  you 
make  up  your  payroll  for  the  week  by  estimating 
what  part  of  the  time  should  be  charged  to  the  shop 
and  what  part  to  the  store.  Thus,  if  your  shop  pay- 
roll is  usually  $30.00  a  week  but  you  estimate  that 
at  certain  times  one-third  of  the  time  of  shop  men  is 
spent  in  the  store,  when  making  up  your  payroll  you 
would  enter  on  the  Business  Record  in  column  No. 
22,  "Shop  Costs,"  $20.00,  and  in  column  No.  14, 
"Salaries,"  under  "Selling,"  $10.00.  Or,  if  the  time 
were  spent  in  delivering  hardware,  the  $10.00  should 
be  charged  in  column  No.  17,  "Delivery."  In  this 
way  the  proper  amounts  will  be  charged  to  each  de- 
partment of  your  business.  The  same  principle  holds 
in  the  case  of  the  proprietor's  time  or  of  the  time  of 
any  of  your  clerks.  When  the  payroll  is  made  up 
the  amounts  should  be  distributed  in  proportion  to 
the  time  devoted  to  each  department  of  the  business. 
(See  line  "S"  Btisiness  Record.) 

All  earnings  of  the  shop  should  be  entered  on  the 
right-hand  side  of  the  Business  Record  in  column 
No.  36,  "Shop  Earnings,"  and  to  the  left  of  the 
wide  column  the  amount  should  be  entered  either  in 
column  No.  27,  "All  Cash  Received,"  or  in  column 
No.  26,  "Customers  Charged,"  depending  upon 
whether  cash  is  received  or  the  customer  is 
charged.  (See  line  "Q"  Business  Record.)  These 
earnings  can  be  entered  daily  or  weekly  from  the 
job  record  cards. 


Please  remember  that  shop  supplies  purchased 
are  not  to  be  entered  in  column  No.  23,  "Inventory 
and  Purchases  of  Merchandise." 

At  the  end  of  the  month  an  inventory  should  be 
taken  of  your  shop  materials  and  supplies,  so  that 
you  may  be  able  to  determine  the  cost  of  maintain- 
ing the  shop  and  the  profit  or  loss  for  the  month. 
It  is  a  fact  that  many  hardware  merchants  don't 
know  whether  or  not  their  shop  is  a  paying  propo- 
sition. There  is  no  reason  why  it  cannot  be  put  on 
a  profitable  basis. 

When  you  have  taken  your  inventory  at  the  end 
of  the  month  you  can  easily  find  your  profit.  To  do 
so  you  proceed  as  follows:  When  you  started  the 
system  you  entered  the  amount  of  your  shop  inven- 
tory in  column  No.  22,  "Shop  Costs."  During  the 
month  you  have  also  entered  in  this  column  your 
purchases  of  shop  materials  and  supplies  and  the 
wages  of  your  shop  workmen,  as  well  as  perhaps 
the  proper  share  of  rent,  heat,  light,  etc.,  which 
should  be  charged  to  the  shop.  You  add  up  this  col- 
umn and  then  subtract  the  amount  of  your  inven- 
tory at  the  end  of  the  month.  Then  you  subtract 
this  amount  from  the  total  of  column  No.  36,  "Shop 
Earnings."  This  will  give  you  your  shop  profit  for 
the  month.  If  you  find  that  the  total  of  column 
"Shop  Earnings"  is  smaller  than  the  column  "Shop 
Costs,"  after  the  inventory  has  been  deducted,  you 
subtract  the  amount  of  the  earnings  from  the  costs 
to  find  the  loss  from  your  shop.  Here  is  the  way  to 
figure  it: 

Earnings     during 

month   $398.15 

Inventory   at   begin- 
ning of  month $263.00 

Purchases   during 
month 141.75 

Wages    paid    shop 

workmen    120.00 

Overhead      expenses 

(rent,  etc.) 36.00 

$560.75 

Inventory  at  end  of 

month  234.50 


Total  cost  of  shop . . 
Net  profit  from  shop 


326.25 


$71.90 


FIXED  CHARGES  AND  UPKEEP 

Fixed  charges  are  those  expenses  which  go  on 
regardless  of  whether  business  increases  or  de- 
creases. 
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RENT 

Rent  should  be  charged  as  an  expense  of  your 
business  whether  you  rent  your  store  or  whether 
you  own  it.  There  are  some  merchants  who  own 
their  own  store  buildings  but  who  never  think  of 
charging  rent  as  an  expense.  In  the  same  way  they 
never  charge  for  their  time  or  for  the  time  members 
of  their  families*  help  in  the  store.  It  is  very  likely 
that  if  all  factors  are  taken  into  consideration,  the 
expense  of  running  a  retail  store  will  be  found  to 
be  much  greater  than  many  a  merchant  believes 
it  is. 

Rent  should  be  entered  in  column  No.  5,  "Rent," 
and  on  the  right  side  of  the  wide  explanation  col- 
umn, if  you  pay  cash,  it  should  be  entered  in  col- 
umn No.  30,  "All  Cash  Paid  Out."  (See  line  "B" 
Business  Record.)  If  you  own  your  store  building, 
you  will  not  pay  out  cash,  and  instead  of  entering 
the  amount  of  the  rent  (which  would  be  what  you 
would  charge  some  one  else  if  you  rented  the  build- 
ing to  him — an  amount  at  least  equal  to  6%  of  the 
value  of  the  ground  and  building) ,  in  the  cash  paid 
out  column,  you  should  enter  it  in  the  first  column 
to  the  right  of  the  wide  explanatory  column,  which 
is  No.  29,  "Sundries."  This  will  then  be  considered 
a  liability  of  the  business  to  you  and  will  be  shown 
on  your  financial  statement  the  same  as  debts  due 
jobbers  and  others. 

In  case  you  own  your  store  building  and  credit 
rent  as  a  liability,  the  insurance  and  taxes  you  pay 
on  the  building,  as  well  as  the  expenses  for  repairs 
and  upkeep  and  depreciation,  should  be  charged  as 
expenses  and  offset  the  rent  earning.  These  items 
should  be  entered  in  column  No.  28,  "Sundries," 
and,  since  they  would  very  likely  be  paid  out  in 
cash,  with  the  exception  of  depreciation,  they  would 
be  entered  in  column  No.  30,  "All  Cash  Paid  Out." 
Depreciation  would  be  entered  in  column  No.  29, 
"Sundries."  On  your  monthly  profit  and  loss  state- 
ment, then,  the  charge  for  rent  would  appear  as  an 
item  of  operating  expense,  while  the  offsetting  liabil- 
ity would  be  shown  on  the  financial  statement  as  an 
obligation  of  the  business  to  you.  This  net  liability 
for  rent  would  be  the  difference  between  the  rental 
charge  and  the  total  expended  for  building  repairs, 
taxes,  insurance,  and  the  amount  charged  to  depre- 
ciation. 

HEAT,  LIGHT,  AND  POWER 

All  expenditures  for  heat,  light,  and  power,  in- 
cluding payments  for  fuel  and  oil  for  heating  and 
for  repairs  to  heating  apparatus,  as  well  as  for 
services  of  engineer  or  janitor  in  connection  with 
operating  a  heating  plant,  should  be  entered  in  col- 
umn No.  6,  "Heat,  Light,  and  Power."  (See  line  "C" 
Business  Record.) 


All  payments  for  lighting  store,  office,  and  stock- 
room, including  the  cost  of  chimneys,  mantles, 
globes,  etc.,  and  repairs  to  lights,  should  be  charged 
to  this  account.  If  the  cost  of  operating  electric 
signs  and  of  illuminating  show  windows  can  be  sep- 
arated, these  items  would  be  proper  charges  to 
"Advertising"  and  "not  to  "Heat,  Light,  and  Power." 

Payments  for  running  power  machinery  used  in 
connection  with  your  business,  including  power  for 
elevators,  vacuum  cleaners,  etc.,  and  for  repairing 
the  power  machinery  should  be  charged  to  "Heat, 
Light,  and  Power."  But  if  the  power  required  for 
operating  shop  machinery  can  be  separated  from 
your  power  bill,  this  cost  should  be  entered  as 
"Shop  Costs." 

These  are  constant  expenses  and  you  will,  of 
course,  do  everything  in  your  power  to  lessen  therti. 
No  needless  lights  will  be  left  burning,  the  most 
efficient  types  of  lamps  will  be  used,  your  store  in- 
terior may  even  be  decorated  in  lighter  colors  so 
that  less  artificial  light  may  be  needed,  or  you  may 
install  prism  glass  over  your  show  windows  to 
brighten  up  the  inside. 


INSURANCE  ON  STOCK  AND  EQUIPMENT 

All  payments  for  insurance  on  stock  and  equip- 
ment, whether  for  fire,  burglary,  plate  glass,  or  lia- 
bility, should  be  charged  to  this  account  and  entered 
in  column  No.  7,  "Insurance  on  Stock  and  Equip- 
ment."   (See  line  "M"  Business  Record.) 

If  you  own  your  own  store  building  and  pay  in- 
surance on  it,  this  payment  should  not  be  charged 
to  this  account.  Such  payment  for  insurance  is  an 
offset  to  rental  charges.  Remember,  you  are  charg- 
ing rent  even  if  you  own  your  own  store.  The  in- 
surance you  pay  on  your  store  building  would  be 
entered  in  column  No.  28,  "Sundries,"  and  in  your 
profit  sheet  would  be  considered  as  a  cost  or  a  de- 
duction from  rentals  earned. 

If  you  pay  premiums  for  insurance  on  your  stock 
and  equipment  for  periods  longer  than  a  month,  the 
premium  should  be  divided  by  the  number  of 
months  for  which  the  insurance  runs  and  only  one 
month's  premium  charged  to  expense  each  month. 
For  instance,  if  you  pay  $60.00  in  premiums  for  one 
year's  insurance  on  your  stock,  the  monthly 
charge  would  be  $5.00.  In  this  case,  when  you 
pay  the  premium  you  would  enter  the  $60.00  in 
column  No.  7,  "Insurance  on  Stock  and  Equip- 
ment," and  also  in  column  No.  30,  "All  Cash  Paid 
Out."  Then  at  the  end  of  the  first  month  you  would 
make  an  entry  in  column  No.  28,  "Sundries,"  for 
$55.00.  This  amount  would  be  carried  as  an  asset 
on  your  monthly  balance  sheet  as  "Unexpired  In- 
surance," and  at  the  beginning  of  the  next  month  it 


Thirty-two 


would  be  entered  again  in  column  No.  7,  "Insurance 
on  Stock  and  Equipment."  You  would  repeat  these 
entries  at  the  end  and  beginning  of  each  month, 
each  time  decreasing  the  amount  $5.00  until  at  the 
end  of  the  year  the  premium  would  be  all  used  up. 

You  would  also  on  the  right-hand  side  of  the  wide 
explanation  column  or  credit  side  of  the  Business 
Record,  enter  in  column  No.  29,  "Sundries,"  at  the 
end  of  the  first  month  $55.00.  This  would  be  de- 
ducted from  the  amount  shown  in  column  No.  7  as 
being  paid  out  for  insurance,  so  that  on  your 
monthly  profit  sheet  the  amount  shown  as  an  ex- 
pense for  insurance  would  be  $5.00.  At  the  end  of 
each  month  you  would  make  a  similar  entry  in  col- 
umn No.  29,  each  time  reducing  the  amount  $5.00. 


TAXES  ON  STOCK  AND  EQUIPMENT 

All  payments  for  taxes  on  stock  and  equipment 
are  to  be  entered  in  column  No.  8,  "Taxes  on  Stock 
and  Equipment,"  and  are  handled  in  the  same  man- 
ner as  "Insurance  on  Stock  and  Equipment." 

If  your  taxes  are  paid  at  the  end  of  a  period,  the 
taxes  should  be  charged  monthly  during  the  period 
to  which  they  apply.  Thus,  if  you  pay  taxes  on 
your  stock  and  equipment  of  $120.00  at  the  end  of 
the  year,  these  taxes  should  be  charged  off  at  the 
rate  of  $10.00  a  month  for  the  twelve  previous 
months.  Since  j'ou  cannot  tell  exactly  what  your 
taxes  will  be,  you  will  have  to  estimate  the  probable 
charge  and  make  an  adjustment  at  the  end  of  the 
year.  In  this  case  you  would  charge  the  estimated 
amount  to  taxes,  making  the  entry  in  column  No.  8, 
and  on  the  opposite  side  of  the  Business  Record  the 
amount  would  be  entered  in  column  No.  29,  "Sun- 
dries." From  there  it  would  be  carried  to  yqur  Bal- 
ance Sheet,  where  it  would  appear  as  a  liability  and 
would  be  called  "Taxes  Accrued."  When  you  pay 
the  taxes  you  would  enter  the  amount  in  column  No. 
30,  "All  Cash  Paid  out,"  and  also  in  column  No.  28, 
"Sundries."  You  would  not  enter  the  amount  in 
column  No.  8  because  it  has  already  been  charged 
to  Taxes.  The  two  sundry  columns  would  then  bal- 
ance. 

If  you  own  your  store  building  you  will  have  to 
pay  taxes.  The  amount  of  such  taxes  should  not  be 
entered  in  column  No.  8,  which  is  only  for  Taxes 
on  Stock  and  Equipment,  but  such  taxes  should  be 
treated  in  the  same  way  as  insurance  on  building 
is  treated.  See  the  paragraph  on  this  item  of  ex- 
pense. As  mentioned  before,  keeping  your  stock 
down  will  mean  less  insurance  in  addition  to  great- 
er profit  through  increased  turnover.  Your  taxes 
will  be  less  if  you  carry  a  smaller  stock  and  turn  it 
oftener;  your  charges  for  rent  will  be  less  because 
you  will  not  require  as  much  store  space ;  your  heat, 


light,  and  power  bills  will  be  less  in  proportion  to 
the  smaller  space ;  and  some  of  your  other  expenses 
will  decrease  with  decreased  stock.  At  the  same 
time,  with  increased  turnover,  you  will  do  more 
business  than  you  did  before  and  your  profits  will 
be  greater.  Successful  merchants  owe  their  success 
to  the  fact  that  they  keep  their  sales  up  to  the  max- 
imum with  a  minimum  investment  in  stock.  They 
watch  their  turnover  carefully. 

EQUIPMENT  UPKEEP  AND  DEPRECIATION 

All  payments  made  for  repairs  to  store  furniture 
and  fixtures  and  other  general  store  equipment 
should  be  entered  in  column  No.  9,  "Equipment  Up- 
keep and  Depreciation,"  and  on  the  opposite  side 
they  should  be  entered  in  column  No.  30,  "All  Cash 
Paid  Out."    (See  column  "V"  Business  Record.) 

All  property  wears  out  from  use  or  with  age.  No 
matter  if  it  is  kept  in  the  best  state  of  repair,  the 
value  of  property  will  gradually  become  less  and 
less;  it  can  never  be  kept  at  its  original  value  or  in 
its  original  state  of  efficiency.  This  is  true  es- 
pecially of  buildings,  equipment,  and  any  other  so- 
called  fixed  assets.  Depreciation  may  be  slow  but 
it  is  inevitable  nevertheless,  and  it  should  be  pro- 
vided against  so  that  when  the  property  becomes 
useless  the  cost  of  replacement  will  not  have  to  be 
taken  out  of  a  single  year's  profits.  This  lessening 
in  value  due  to  wear  and  age  is  an  expense  that 
should  be  borne  by  the  period  during  which  the 
property  is  used  and  should  be  charged  to  the 
profits  produced  by  the  use  of  the  property  during 
that  period.  To  the  extent  that  depreciation  is  not 
taken  into  consideration,  to  that  extent  the  profits 
of  a  business  will  be  overstated.  When  the  prop- 
erty has  outlived  its  usefulness  and  must  be  re- 
placed, the  entire  charge  for  new  property  must  be 
taken  out  of  the  profits  of  one  period,  while  if  the 
replacement  value  were  distributed  over  the  life  of 
the  property,  the  yearly  profits  would  be  correctly 
stated.  You  would  reserve  a  sufficient  amount  of 
your  profits  each  year  so  that  when  the  property 
became  useless  it  could  be  replaced  with  this  re- 
serve. 

Depreciation  of  store  fixtures  and  equipment 
should  be  charged  to  "Equipment  Upkeep  and  De- 
preciation" and  entered  in  column  No.  9,  and  on  the 
opposite  side  of  the  Business  Record  it  should  be 
entered  in  column  No.  38,  "Depreciation  and  Sales 
of  Fixtures  and  Equipment."  (See  line  "Z"  Busi- 
ness Record.) 

This  depreciation  should  be  estimated  yearly, 
based  on  the  probable  life  of  your  fixtures.  For  ex- 
ample, if  your  fixtures  cost  $2,400.00,  and  you  esti- 
mate that  they  should  last  you  ten  years,  the  annual 
charge  for  depreciation  would  be  $240.00,  and  the 
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monthly  charge  would  be  $20.00.  This  charge  of 
$20.00  would  be  considered  an  expense  of  your  busi- 
ness just  the  same  as  salaries,  rents,  etc.  You 
would  enter  the  amount  in  column  No.  9,  "Equip- 
ment Upkeep  and  Depreciation,"  and  also  in  column 
No.  38,  "Depreciation  and  Sales  of  Fixtures  and 
Equipment."  Of  course,  at  the  end  of  ten  years 
your  fixtures  will  still  have  some  value,  although 
you  will  have  written  off  the  entire  cost  to  oper- 
ating expenses.  If  you  sell  your  fixtures  then,  you 
can  consider  the  money  you  received  a  profit. 

When  you  buy  fixtures  you  enter  the  amount  you 
pay  in  column  No.  2,  "Fixtures  and  Equipment  Pur- 
chased," and  on  the  opposite  side  in  column  No.  30, 
"All  Cash  Paid  Out,"  or  in  column  No.  34,  "Job- 
bers, Manufacturers,  and  Others  Owed."  (See  line 
"N"  Btisiness  Record.)  When  you  sell  store  or  of- 
fice furniture  and  fixtures  and  receive  cash,  you 
enter  the  amount  in  column  No.  27,  "All  Cash  Re- 
ceived," and  also  in  column  No.  38,  "Depreciation 
and  Sales  of  Fixtures  and  Equipment."  Then,  if  at 
any  time  you  wish  to  know  the  value  of  your  store 
and  office  fixtures,  you  subtract  the  amount  in  col- 
umn No.  38  from  the  amount  in  column  No.  2. 

Depreciation  should  also  be  figured  on  delivery 
equipment  and  on  power  and  shop  machinery  and 
equipment.  These  charges  should  not  be  entered  in 
column  No.  9  but  should  be  charged  directly  to  "De- 
livery" expense,  "Heat,  Light,  and  Power,"  and 
"Shop  Costs,"  respectively.  They  would  also  be  en- 
tered in  column  No.  38,  "Depreciation  and  Sales  of 
Fixtures  and  Equipment." 

If  you  own  your  store  building,  depreciation 
should  be  regularly  charged.  The  amount  of  the 
charge  will  depend  upon  the  kind  of  building,  its 
location,  and  the  state  of  repair  in  which  it  is  kept. 

All  these  depreciation  charges  are  considered  ex- 
penses of  operating  the  business,  and  they  would  be 
carried  to  the  profit  and  loss  statement  as  expenses. 
They  would  also  be  deducted  from  the  value  of  the 
assets.  The  assets  would  then  be  shown  on  the  bal- 
ance sheet  at  its  reduced  value.  This  would  not  be 
the  best  practice  in  the  case  of  depreciation  of 
buildings.  Instead  of  deducting  the  amount  from 
the  value  of  the  building  and  showing  only  the  re- 
duced value,  it  is  better  to  show  the  first  cost  of  the 
building  and  then  show  the  amount  of  depreciation 
subtracted.  This  method  gives  the  original  cost  of 
the  asset  and  also  the  amount  that  has  been  written 
off  to  depreciation. 


DEPRECIATION  OF  MERCHANDISE 

While  we  are  on  the  subject  of  depreciation  it  is 
well  to  consider  briefly  the  relation  of  depreciation 


to  stock  turnover.  You  can  readily  understand  that 
a  large  number  of  stock  turns  means  that  your 
stock  is  constantly  changing — that  you  are  con- 
stantly buying  new  stock  to  replace  the  old.  This 
means  that  you  are  not  troubled  with  old  and  shop- 
worn merchandise  on  your  hands.  Depreciation  on 
merchandise  is  due  to  changing  styles,  new  inven- 
tions, and  non-usage.  Stock  that  remains  on  the 
shelves  becomes  tarnished  and  rusty  and  out-of- 
date.  Customers  want  the  lastest  designs  and  pat- 
terns. 

It  is  not  a  common  custom  to  consider  deprecia- 
tion on  merchandise,  and  in  some  businesses  it  is  a 
very  unimportant  item ;  for  example,  in  the  grocery 
business,  where  the  number  of  stock  turns  is  rela- 
tively high.  Also,  if  the  merchant  in  taking  stock 
values  his  inventory  properly — that  is,  at  cost,  or 
at  its  actual  value  if  it  is  worth  less  than  cost,  de- 
preciation would  be  automatically  reflected  in  the 
profits.  But  where  the  merchant  continues  to  value 
his  stock  from  year  to  year  at  what  he  paid  for  it 
regardless  of  how  long  it  has  been  in  his  store,  he 
over-states  his  profits,  because  his  stock  is  not 
worth  what  he  thinks  it  is. 

The  number  of  turnovers,  therefore,  is  very  close- 
ly related  to  depreciation,  and  the  merchant  whose 
stock  does  not  age  on  his  hands  need  not  worry 
about  a  charge  for  depreciation. 

If  you  believe  that  some  of  your  stock  is  for  vari- 
ous reasons  not  worth  what  you  valued  it  at  when 
you  bought  it,  you  should  mark  it  down  and  charge 
off  the  difference  between  what  you  valued  it  at 
when  you  bought  it  and  its  present  value  as  an  ex- 
pense of  running  your  business. 


MANAGEMENT  EXPENSE 

The  payments  made  for  salaries  to  ofltice  clerks, 
bookkeepers,  and  stenographers,  as  well  as  the  cost 
of  office  supplies,  such  as  stationery,  account  books, 
typewriter  supplies,  etc.,  are  expenses  of  running 
the  business  as  a  whole — expenses  that  are  not 
properly  chargeable  to  buying,  selling,  or  delivery. 

Management  and  office  salaries  paid  are  to  be 
entered  in  column  No.  12,  "Salaries,"  under  "Man- 
agement," and  the  cost  of  office  supplies  and  other 
office  expenses  should  be  entered  in  column  No.  13, 
"Office  Supplies  and  Expense." 

As  previously  explained,  your  salary  as  propri- 
etor should  be  divided  among  buying,  selling,  and 
managing,  according  to  the  time  you  spend  on  each 
of  these  activities.    (See  line  "S"  Business  Record.) 

Typewriters,  adding  machines,  desks,  safes,  and 
other  fixtures  are  not  to  be  charged  to  this  account, 
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but  their  cost  should  be  entered  in  column  No.  2, 
"Fixtures  and  Equipment  Purchased." 

MISCELLANEOUS  EXPENSE 

There  may  be  outlays  of  money  for  various  pur- 
poses which  can  not  very  well  be  charged  to  any  of 
the  accounts  we  have  so  far  discussed.  We  have 
therefore  provided  a  column  for  all  such  expenses 
as  telephone,  telegraph,  window  cleaning,  care  of 
store,  water,  etc.  These  payments  can  be  entered  in 
column  No.  18,  "Miscellaneous  Expense."  {See  line 
"Y"  Business  Record.) 

SLOW  ACCOUNTS 

When  a  bank  or  a  credit  rating  agency  asks  for  a 
statement  of  the  financial  condition  of  a  business, 
the  amount  shown  in  the  statement  as  being  due 
from  customers  is  analyzed.  The  amount  of  the 
accounts  that  are  certain  to  be  collected  is  consid- 
ered a  first-class  asset,  while  the  poor  accounts  are 
discounted,  that  is,  a  certain  percentage  of  the 
amount  is  deducted,  depending  upon  the  experience 
of  the  rating  agency  in  similar  businesses.  The 
very  poor  accounts  on  which  it  is  thought  nothing 
can  be  collected  are  not  considered  as  an  asset  at 
all,  and  are  not  so  included. 

Therefore,  if  you  have  any  customers'  accounts  on 
your  books  which  have  been  long  outstanding,  and 
there  is  no  more  hope  of  collecting  them,  it  would 
be  well  to  "write  them  off,"  that  is,  charge  them  on 
your  records  as  a  loss  of  your  business.  This  does 
not  mean  that  you  should  stop  trying  to  collect, 
these  old  accounts,  but  it  does  mean  that  if  you 
keep  these  accounts  on.  your  books  you  deceive  your- 
self as  to  the  actual  condition  of  your  business 
when  you  draw  off  your  profit  and  loss  statement 
and  balance  sheet. 

The  amount  you  charge  off  in  this  way  should  be 
entered  as  "Loss  on  Bad  Debts"  on  the  Business 
Record  in  column  No.  28,  "Sundries,"  and  also  in 
column  No.  32,  "Customers  Credited."  The  amount 
entered  in  the  sundries  column  would  then  be  shown 
on  your  profit  sheet  as  a  loss,  while  your  customers' 
accounts  outstanding  would  be  reduced  by  this  same 
amount.    (See  line  "AA"  Business  Record.) 

SUNDRY  ACCOUNTS 

Two  columns  have  been  provided  to  take  care  of 
items  that  can  not  be  entered  in  any  of  the  other 
columns  of  the  Business  Record.  You  may  have 
some  incidental  profits  that  come  from  such  sources 
as  the  sale  of  waste  paper,  interest  payments  on 
your  bank  balances,  tolls  from  telephone  pay  sta- 
tion in  your  store,  etc. 


Incidental  losses  may  result  from  thefts  of  mer- 
chandise, depreciation  of  merchandise,  losses  from 
bad  debts,  etc. 

These  items  vary  with  different  stores  and  each 
case  may  have  to  be  treated  differently.  If  you  have 
any  difficulties  you  should  feel  free  to  write  our 
Service  Bureau  about  anything  you  wish  explained. 


CAPITAL 

When  you  start  in  business  you  will  put  into  it  a 
certain  amount  of  capital.  This  money  will  be  used 
to  buy  fixtures  and  equipment  and  a  stock  of  mer- 
chandise and  leave  enough  cash  on  hand  to  pay  the 
running  expenses  of  your  business  until  you  have 
become  established. 

For  example,  let  us  take  an  ordinary  case:  If 
you  invest  $10,000.00  in  your  business,  you  put  in 
the  cash  and  therefore  enter  it  in  column  No.  27, 
"All  Cash  Received,"  and  also  in  column  No.  40, 
"Capital  Invested."  Then,  when  you  pay  out  cash 
you  will  credit  it  and  enter  it  in  column  No.  30,  "All 
Cash  Paid  Out,"  at  the  same  time  debiting  or 
charging  what  you  receive  for  cash,  as  merchandise 
or  fixtures,  or  some  service  such  as  rent,  light,  or 
salaries.  By  making  entries  on  both  sides  of  the 
wide  column  for  every  transaction,  your  books  are 
always  in  balance  and  you  have  a  check  on  your 
work. 

Now,  if  at  any  time  you  wish  to  invest  additional 
money,  you  proceed  as  you  did  when  you  opened 
your  business.  If  you  wish,  for  any  reason,  to  with- 
draw capital,  you  would  enter  the  amount  with- 
drawn in  column  No.  1,  "Capital  Withdrawn,"  and 
also  in  column  No.  30,  "All  Cash  Paid  Out."  You 
must  not  confuse  capital  withdrawn  with  the  salary 
you  pay  yourself.  Your  salary  is  an  expense  of  run- 
ning your  business,  while  capital  withdrawn  re- 
duces your  investment. 

At  the  end  of  each  month,  if  you  are  drawing  off 
a  profit  and  loss  statement  monthly  (which  we  ear- 
nestly recommend  that  you  do),  the  profit  made  for 
that  month  will  be  added  to  your  capital  investment 
and  the  net  amount  will  be  entered  in  column  No. 
40  at  the  beginning  of  the  following  month.  Thus, 
if  you  start  with  $10,000.00  and  make  a  net  profit 
of  $200.00  the  first  month,  at  the  beginning  of  the 
second  month  your  capital  investment  will  be  en- 
tered in  column  No.  40  as  $10,200.00.  In  case  your 
business  shows  a  loss,  the  amount  of  the  loss  should 
be  deducted  from  your  original  capital. 

These  remarks  about  profits  and  losses  do  not 
apply  to  incorporated  companies.  In  the  latter  case 
the  profits  are  not  added  to  the  original  capital, 
but  are  usually  divided  among  the  stockholders  in 
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the  form  of  dividends  or  kept  in  the  business  and 
shown  as  surplus. 

If  you  borrow  capital  you  will  probably  have  to 
give  security  in  the  form  of  a  note  for  it.  For  ex- 
ample, if  you  borrow  $500.00  on  a  note,  you  would 
enter  the  amount  in  column  No.  27,  "All  Cash  Re- 
ceived," and  also  in  column  No.  39,  "Notes  Payable 
Issued."  When  you  paid  the  note  you  would  enter 
it  in  column  No.  3,  "Notes  Payable  Paid  Off,"  and 
also  in  column  No.  30,  "All  Cash  Paid  Out."  If  the 
note  were  renewed  when  it  fell  due,  the  amount 
would  be  entered  in  column  No.  3,  "Notes  Payable 
Paid  Off,"  and  in  column  No.  39,  "Notes  Payable 
Issued."    {See  line  "T"  Bvsiness  Record.) 

Interest  paid  on  such  notes  should  be  entered  in 
column  No.  4,  "Interest  on  Notes  Payable,"  and  in 
Column  No.  30,  "All  Cash  Paid  Out."  (See  line 
"U"  Business  Record.) 

Payments  of  interest  are  shown  on  the  Business 
Record  because  they  are  cash  transactions.  In  the 
strict  sense  of  the  word  such  interest  payments  are 
not  considered  operating  expenses  and  should  there- 
fore not  be  taken  into  account  in  finding  the  profit 
from  your  merchandise  operations.  Interest  pay- 
ments, however,  should  be  deducted  before  the  final 
profit  or  net  surplus  is  determined. 

Interest  on  capital  borrowed  includes  not  only  in- 
terest on  notes  but  also  on  money  borrowed  from 
banks  or  from  jobbers  and  manufacturers  on  open 
accounts.  If  your  jobber  charges  you  interest  on 
past  due  accounts,  such  interest  should  be  treated  in 
the  same  way  as  interest  on  notes  is  treated. 

So  that  the  merchant  who  furnishes  his  own  cap- 
ital may  be  placed  on  an  equal  footing  with  the 
merchant  who  borrows  part  of  his  capital  and  de- 
ducts the  interest  payments  before  showing  his  net 
profit,  it  would  be  well  to  figure  interest  on  capital 
owned  as  well  as  on  capital  borrowed.  Money  in- 
vested in  a  business  is  properly  entitled  to  draw  in- 
terest just  the  same  as  it  would  if  it  were  loaned  to 
some  one.  A  corporation  that  never  paid  dividends 
on  its  stock,  which  is  the  same  as  interest  on  in- 
vestment, would  not  be  a  very  desirable  one  in 
which  to  invest  money.  In  the  same  way,  if  your 
business  does  not  earn  enough  to  pay  a  reasonable 
rate  of  interest  on  your  investment,  you  had  better 
sell  out  and  invest  your  money  where  it  will  draw 
interest.  ♦ 

You  would  have  to  pay  interest  on  capital  bor- 
rowed, but  such  borrowed  capital  is  used  for  the 
same  purpose  as  the  capital  you,  yourself,  invest, 
and  both  are  entitled  to  interest.  Therefore,  after 
finding  the  profit  from  your  trading  operations,  you 
can  deduct  the  interest  on  your  net  capital  invested 
in  the  business,  which  is  the  total  amount  standing 


to  your  credit  as  proprietor.    The  resulting  figure 
will  be  your  net  surplus. 

Such  interest,  however,  should  be  deducted  only 
after  you  have  found  the  profit  on  your  trading  op- 
erations, that  is,  such  interest  charges  should  not  be 
considered  as  operating  expenses. 

Of  course,  if  you  do  not  figure  interest  on  your  in- 
vestment your  net  profit  will  still  be  the  same,  since 
the  interest  is  not  an  expense  item  but  is  merely  sep- 
arated from  your  total  profit  to  show  you  whether 
your  investment  has  earned  an  ordinary  rate  of 
interest  such  as  it  would  if  it  were  invested  in  some 
outside  concern. 

Figuring  interest  on  capital  owned  will  have  no 
effect  on  your  net  capital,  since  the  interest  so 
earned  will  immediately  be  put  back  into  the  busi- 
ness, and  the  effect  will  be  just  the  same  as  if  you 
had  allowed  no  interest  on  your  capital.  It  is  sim- 
ply taking  money  out  of  one  pocket  and  putting  it 
into  another.  But  the  purpose  of  doing  this  is  to 
find  out  whether  your  investment  is  really  earning 
a  reasonable  return,  and  also  to  enable  comparison 
of  your  business  with  others. 

These  remarks  about  interest  are  only  suggestive 
since  the  Business  Record  System  will  show  your 
actual  financial  condition  at  all  times.  You  may 
follow  the  suggestions  or  not  as  you  please. 


MONTHLY  SUMMARY 

At  the  end  of  each  month  you  should  find  out  the 
results  of  your  month's  business  and  compare  the 
figures  with  the  figures  of  other  months.  You  will 
also  wish  to  check  up  your  inventory,  to  know  what 
your  net  profit  or  loss  for  the  month  is ;  how  much 
cash  you  have  on  hand;  what  customers  owe  you; 
and  how  each  of  these  items  compares  with  the 
same  items  last  month  and  last  year.  There  will  be 
progress  only  to  the  extent  that  you  keep  a  constant 
watch  on  your  business.  The  reason  why  some  re- 
tailers have  succeeded  and  others  have  not  is  be- 
cause the  successful  merchants  have  substituted 
facts  for  guesswork  in  the  conduct  of  their  busi- 
ness. They  know  from  day  to  day  and  from  month 
to  month  what  it  is  costing  them  to  do  business, 
what  their  sales  are,  what  the  value  of  their  stock 
is  and  how  long  it  has  been  on  hand ;  what  lines  to 
push  and  what  lines  to  discontinue.  They  can  guide 
their  growing  business  with  their  daily  and  month- 
ly records,  boiled  down  to  comparative  figures  of 
costs,  selling  prices,  expenses,  and  profits. 

Every  month  you  should  take  a  trial  balance. 
You  do  this  by  adding  up  the  columns  of  your  Busi- 
ness Record  and  entering  the  totals  on  Form  H3  in 
the  two  columns  headed  "Trial  Balance."    The  to- 
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tals  of  the  columns  to  the  left  of  the  wide  column 
on  the  Business  Record  are  entered  in  the  left-hand 
or  debit  column  of  the  trial  balance  and  the  totals 
of  the  columns  to  the  right  of  the  wide  column  are 
entered  in  the  right-hand  or  credit  column.  To  help 
you  in  entering  these  figures  in  the  correct  columns, 
we  have  printed  "x's"  on  those  lines  on  which  no 
entries  are  to  be  made. 

You  now  add  these  two  columns  to  see  whether 
your  books  are  in  balance.  If  the  two  totals  do  not 
agree,  some  error  has  been  made.  If  a  mistake  has 
been  made  it  is  probably  due  to  one  of  the  following 
causes : 

1.  A  mistake  in  adding  the  columns. 

2.  A   mistake  made  in  transferring   the 

amounts  from  the  Business  Record  to 
Form  H3. 

3.  A  mistake  in  one  or  more  of  the  entries 

on  the  Business  Record. 

You  can  easily  trace  these  mistakes.  In  the 
third  case  you  will  have  to  check  your  individual 


entries  on  the  Business  Record.  Remember  that  in 
every  case  the  amounts  entered  to  the  left  of  the 
wide  column  on  every  line  must  equal  the  amounts 
entered  to  the  right  of, that  column  on  the  same 
line.  In  this  way  you  can  check  each  line  by  itself. 
Mistakes  in  adding  columns  and  in  transferring 
totals  from  the  Business  Record  to  the  Trial  Bal- 
ance can  be  easily  checked  by  reading  the  columns 
and  checking  back  the  amounts  transferred.  To 
reduce  the  chances  for  error  to  a  minimum  it  is 
suggested  that  the  Business  Record  be  balanced 
daily,  that  is,  that  the  columns  be  added  and  the 
total  of  the  debit  columns  checked  with  the  total  of 
the  credit  columns.  Then,  at  the  close  of  the  month 
the  checking  will  be  confined  to  the  entries  for  the 
last  day. 

The  trial  balance  does  not  prove  that  the  amounts 
have  been  entered  in  the  correct  columns.  It 
only  shows  one  thing,  namely,  that  debits  have 
been  entered  in  debit  columns  and  credits  have  been 
entered  in  credit  columns;  there  is  no  proof  that 
they  have  been  entered  in  the  correct  debit  or  the 
correct  credit  columns. 
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FORM  H-3 


PROFIT  AND  LOSS  STATEMENT 

After  your  trial  balance  has  been  found  correct, 
you  are  ready  to  make  up  a  statement  of  earnings 
and  expenses,  or  a  profit  and  loss  statement,  as  it  is 
often  called.  Those  items  which  are  expenses  or 
costs  of  the  business  are  entered  in  the  first  column 
under  "Current  Month"  and  those  which  are  earn- 
ings or  sales  are  entered  in  the  second  column.  Re- 
member that  no  entries  are  to  be  made  in  columns 
which  have  "x's." 

The  simplest  way  to  make  up  a  profit  and  loss 
statement  is  to  add  up  your  sales  for  the  month,  to- 
gether with  the  earnings  of  your  shop,  cash  dis- 
counts you  have  taken  on  purchases,  as  well  as 
other  miscellaneous  earnings  of  your  business;  and 
from  this  total  subtract  the  total  amount  of  your 
expenses  and  the  cost  of  goods  sold  during  the 
month.  You  will  note  that  the  "Earnings  and 
Sales"  column  has  only  four  lines  on  which  entries 
are  to  be  made,  namely : 

Shop  Earnings 

Cash  Discount  on  Purchases 

Sales  of  Merchandise 

Sundries 

All  miscellaneous  earnings,  other  than  from  sales, 
shop,  and  discounts,  which  were  shown  on  the 
Business  Record  in  the  "Sundries"  column  are 
shown  on  the  Profit  and  Loss  Statement  opposite 
the  word  "Sundries." 

In  the  "Expenses  and  Costs"  column  provision  is 
made  for  the  following  expense  and  cost  items  : 

Interest  on  Notes  Payable 

Rent 

Heat,  Light,  and  Power  ^ 

Insurance  on  Stock  and  Equipment 

Taxes  on  Stock  and  Equipment 

Equipment  Upkeep  and  Depreciation 

Salaries  and  Wages  of  Buying  Force 

Other  Buying  Expense 

Management  and  Office  Salaries 

Office  Supplies  and  Expense 

Salaries  and  Wages  of  Sales  Force 

Advertising 

Miscellaneous  Selling  Expense 

Delivery  Expense 

Miscellaneous  Expense 

Allowances 

Freight,  Express,  and  Drayage 

Shop  Costs 

Cost  of  Goods  Sold 

Sundries 

The  entries  for  these  items  are  transferred  from 
the  "Debit"  column  of  the  Trial  Balance. 


Interest  on  Notes  Payable  is  theoretically  not  an 
operating  expense  and  should  not  be  so  shown.  It 
should  instead  be  deducted  from  the  total  trading 
profit.  However,  since  in  both  cases  the  final  net 
profit  is  the  same,  and  since  this  item  is  not  a  very 
large  one  in  most  businesses,  we  have  left  it  in  the 
expense  column.  You  can  treat  it  in  whatever  way 
you  think  best. 

In  the  case  of  Insurance  on  Stock  and  Equip- 
ment, or  any  other  expense  which  should  be  dis- 
tributed over  a  number  of  months,  only  the  part 
which  is  applicable  to  the  current  period  should  be 
included  as  an  expense.  The  remainder  will  be  car- 
ried as  an  asset,  as  explained  previously  in  the  par- 
agraph on  Insurance  on  Stock  and  Equipment.  If 
you  will  refer  to  Form  H3  you  will  see  that  Insur- 
ance on  Stock  and  Equipment  has  been  charged  with 
$5.00  as  an  expense  and  $55.00  as  prepaid  insur- 
ance is  shown  on  the  Balance  Sheet.  The  latter 
amount  will  be  charged  off  as  an  expense  at  the 
rate  of  $5.00  a  month,  until,  at  the  end  of  the  year, 
when  your  policy  expires,  the  premium  will  have  all 
been  charged  off  over  the  twelve  preceding  months. 

In  the  same  way  Taxes  on  Stock  and  Equipment 
and  other  expenses  should  be  separated  and  appor- 
tioned to  the  months  to  which  they  apply.  Taxes 
are  usually  paid  at  the  end  of  a  certain  period  and 
cover  twelve  months  preceding.  In  this  case  you 
will  have  to  estimate  what  your  annual  taxes  will 
be  and  charge  one-twelfth  of  that  amount  to  each 
month's  expenses.  In  this  way,  at  the  end  of 
twelve  months  you  will  have  charged  off  as  ex- 
pense your  annual  taxes,  instead  of  charging  them 
all  to  the  one  month  in  which  you  pay  them.  For 
example,  if  from  past  experience  you  estimate  that 
your  annual  taxes  on  stock  and  equipment  will  be 
$120.00,  each  month  you  should  charge  to  this  ac- 
count one-twelfth  of  this  amount,  or  $10.00.  But, 
since  you  do  not  pay  anything  out,  the  offsetting 
entry  will  appear  on  the  Business  Record  in  column 
No.  29,  "Sundries,"  and  from  there  it  will  be  trans- 
ferred to  the  Balance  Sheet  and  be  shown  as  a  lia- 
bility, or  obligation.  At  the  end  of  the  year  when 
you  pay  your  taxes,  this  obligation  will  disappear 
from  your  books. 

In  the  case  of  Shop  Costs,  only  the  actual  costs 
for  the  month  should  be  entered.  This  matter  was 
fully  explained  in  the  paragraph  on  Shop.  By  re- 
ferring to  that  section  you  will  see  that  your  inven- 
tory of  shop  material  and  supplies  on  hand  at  the 
end  of  the  month  should  be  deducted  from  the  total 
of  column  No.  22  of  the  Business  Record,  the  differ- 
ence being  the  net  cost  of  running  the  Shop  for  the 
month.  This  is  the  figure  that  should  be  entered  in 
the  "Expenses  and  Costs"  column  of  the  Profit  and 
Loss  Statement, 
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In  the  "Sundries"  column  under  "Expenses  and 
Costs"  and  under  "Earnings  and  Sales"  will  be  en- 
tered such  expenses  or  earnings  as  have  been  en- 
tered in  the  "Sundries"  columns  on  the  Business 
Record  for  the  month.  For  example,  if  you  have 
charged  off  losses  on  bad  debts,  on  the  Business 
Record  the  amount  was  entered  in  column  No.  28, 
"Sundries."  In  the  statement  of  earnings  and  ex- 
penses this  would  appear  opposite  "Sundries"  un- 
der "Expenses  and  Costs." 

Now,  when  you  add  up  the  columns  "Expenses 
and  Costs"  and  "Earnings  and  Sales"  and  enter  the 
amounts  opposite  "Sub-totals,"  you  will  find  that 
the  columns  do  not  agree.  The  difference  between 
them  represents  your  profit  or  loss  for  the  month. 
If  the  "Earnings  and  Sales"  column  is  the  larger, 
you  have  made  a  profit;  if  it  is  smaller  than  the 
total  of  the  column  "Expenses  and  Costs,"  you 
have  suffered  a  loss.  The  amount  of  the  profit 
should  be  entered  in  the  left-hand  column  and  the 
amount  of  the  loss  in  the  right-hand  column. 

At  the  end  of  the  second  and  following  months 
you  will  want  to  know  what  your  total  earnings, 
expenses,  and  profits  are  to  date.  For  this  pur- 
pose we  have  provided  columns.  Under  "Total  to 
Date"  you  will  enter,  at  the  end  of  the  second 
month,  the  sum  of  the  earnings,  expenses,  and 
profits  for  the  present  month  and  the  earnings,  ex- 
penses, and  profits  for  the  previous  month.  At  the 
end  of  the  third  month  these  columns  will  show 
figures  for  three  months,  at  the  end  of  the  fourth 
month  for  four  months,  and  so  on.  To  find  these 
figures  you  always  add  the  earnings  and  expenses 
of  the  present  month  to  the  "Total  to  Date"  figures 
as  shown  on  the  previous  month's  summary  sheet. 


BALANCE  SHEET 

The  Balance  Sheet,  which  is  a  statement  of  your 
assets,  liabilities,  and  capital,  takes  up  the  last  two 
columns  of  Form  H3.  Assets  represent  your  prop- 
erty or  resources  that  can  be  converted  into  cash 
and  used  for  the  payment  of  your  bills.  Liabilities 
are  your  obligations  or  debts.  Your  capital  repre- 
sents the  difference  between  your  assets  and  liabil- 
ities, or  the  difference  between  what  you  own  and 
what  you  owe. 

By  referring  to  Form  H3  you  will  see  that  assets 
include  your  fixtures  and  equipment,  shop  supplies 
on  hand,  merchandise  (implements,  paints,  etc.)  in 
stock,  insurance  prepaid,  customers'  accounts  due, 
and  cash  on  hand.  The  liabilities  include  notes  pay- 
able outstanding,  amount  owed  jobbers  and  manu- 
facturers, etc.   Other  liabilities  would  be  salary  due 


proprietor  and  rent  due  on  building  owned,  as  well 
as  taxes  which  have  accrued  but  which  have  not 
been  paid. 

The  net  value  of  fixtures  and  equipment  is  the 
difference  between  the  totals  of  column  No.  2,  "Fix- 
tures and  Equipment  Purchased,"  and  column  No. 
38,  "Depreciation  and  Sales  of  Fixtures  and  Equip- 
ment." 

Shop  inventory  represents  the  value  of  shop  sup- 
plies and  materials  on  hand  at  the  end  of  the 
month. 

The  merchandise  inventory  is  the  value  of  your 
stock  at  the  end  of  the  month,  and  is  found  by  sub- 
tracting the  amount  shown  in  column  No.  37,  "De- 
ductions from  Inventory,"  from  the  amount  shown 
in  column  No.  23,  "Inventory  and  Purchases  of 
Merchandise." 

Insurance  prepaid  represents  the  value  of  the  in- 
surance premiums  which  are  unexpired  or  which 
should  properly  be  charged  to  later  months.  It  is 
found  by  subtracting  the  amount  which  has  been 
charged  to  the  present  month  from  the  total  of  the 
premiums  paid. 

The  net  amount  owed  by  customers  is  the  differ- 
ence between  column  No.  26,  "Customers  Chairged," 
and  column  No.  32,  "Customers  Credited,"  as 
shown  on  the  Trial  Balance.  i 

The  net  amount  of  cash  on  hand  is  the  difference 
between  the  total  of  column  No.  27,  "All  Cash  Re- 
ceived," and  the  total  of  column  No.  30,  "All  Cash 
Paid  Out." 

The  net  amount  of  notes  payable  outstanding  is 
the  difference  between  the  total  of  column  No.  39, 
"Notes  Payable  Issued,"  and  the  total  of  column 
No.  3,  "Notes  Payable  Paid  Off." 

The  net  amount  owed  jobbers  is  the  difference 
between  the  total  of  column  No.  34,  "Jobbers,  Man- 
ufacturers, and  Others  Owed,"  and  the  total  of 
column  No.  25,  "Jobbers,  Manufacturers,  and 
Others  Paid  Off." 

The  total  amount  of  taxes  on  stock  and  equip- 
ment which  have  accrued  but  which  have  not  been 
paid  represents  the  amounts  entered  monthly  in 
column  No.  8,  "Taxes  on  Stock  and  Equipment," 
and  credited  in  column  No.  29,  "Sundries." 

You  may  have  other  assets  and  liabilities  than 
those  mentioned.  If  so,  they  would  appear  in  the 
"Sundries"  columns  of  the  Business  Record  and 
also  opposite  "Sundries"  in  the  monthly  summary. 
For  instance,  if  you  own  your  store  building  and 
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the  land  on  which  it  stands,  the  value  of  the  build- 
ing and  real  estate  should  be  considered  as  part  of . 
your  capital  investment,  and  as  such  it  would  ap- 
pear as  an  asset  on  your  Balance  Sheet. 

Your  net  profit  or  net  loss  for  the  month  will 
also  appear  as  an  item  on  the  Balance  Sheet.  If 
you  have  made  a  net  profit,  the  amount  is  shown  in 
the  right  hand  column  of  the  balance  sheet,  and  if 
you  have  suffered  a  loss  the  amount  is  shown  in  the 
left-hand  or  assets  column.  A  profit  is  entered  in 
the  liabilities  column,  not  because  it  is  a  liability, 
but  because  it  is  to  be  considered  as  an  addition  to 
your  capital.  In  the  same  way,  a  loss  is  not  an 
asset,  but  a  deduction  from  capital. 

Don't  think  that  when  you  make  your  daily  en- 
tries on  the  Business  Record  and  Sales  Analysis 
Sheet  you  have  done  all  you  should  do  in  keeping 
your  accounts.  By  all  means  the  monthly  summary 
is  the  most  important,  because  it  shows  you  in  con- 
crete form  not  only  your  net  profit  or  loss  for  the 
month,  but  also  the  totals  of  each  item  of  expense, 
your  total  sales,  the  cost  of  goods  sold,  your  net  in- 
ventory at  the  end  of  the  month,  the  amount  your 
customers  owe  you,  the  amount  of  cash  on  hand  and 
in  bank,  etc.  Besides,  you  have  a  check  on  your  own 
work  and  know  that  your  books  are  correctly  and 
accurately  kept.  You  will  be  able  to  compare  one 
month's  figures  with  the  figures  of  another  month. 
You  will  know  what  parts  of  the  business  are  pros- 
pering and  worth  pushing;  what  expenses  are  dis- 
proportionately high;  where  more  could  be  spent 
to  advantage;  and  other  fundamental  facts  which 
are  the  sole  basis  upon  which  good  management 
can  intelligently  be  founded.  If  you  have  your  busi- 
ness facts  before  you  in  total,  you  will  be  better 
able  to  direct  your  affairs  and  to  decide  upon  poli- 
cies for  the  future. 


CHECKING  CASH  AND  BANK  BALANCE 

On  the  last  of  the  month  you  should  check  your 
bank  statement  with  your  check  book  and  cash 
drawer.  Of  course,  you  can  tell  at  the  end  of  each 
day  the  condition  of  your  cash,  but  until  your  bank 
book  is  balanced  you  will  not  know  exactly  whether 
your  record  checks  with  the  statement  of  the  bank. 

You  check  your  bank  book  with  your  cash  and 
check  book  in  the  following  manner : 

First,  sort  your  returned  checks  by  number  and 
check  them  on  your  check  book  stubs.  Then  list  the 
checks  issued  which  have  not  yet  been  returned, 
showing  the  check  number  and  the  amount,  making 


a  total  of  these  outstanding  checks.    Next,  prove 
your  cash  balance  as  follows: 


Balance  as  shown 
by  Business 
Record  

Bank  balance 
shown  By  bank 
book  $1,782.50 

Subtract  outsand- 
ing  checks : 

No.  81 $187.10 

No.  83 64.00 

No.  87 63.70 


$1,520.75 


Add   cash   in   cash 
drawer    


314.80 

$1,467.70 

53.05 


$1,520.75 


If  this  amount  does  not  agree  with  the  difference 
between  column  No.  27,  "All  Cash  Received,"  and 
column  No.  30,  "All  Cash  Paid  Out,"  some  error 
has  evidently  been  made,  or  some  money  has  been 
received  or  paid  out  for  which  no  record  was  made. 


INVENTORY 

The  subject  of  inventory  taking  was  discussed  at 
some  length  in  the  beginning  of  these  instructions. 
A  retail  hardware  merchant  who  classifies  his 
stock  by  departments  can  inventory  one  department 
at  a  time  and  distribute  the  task  over  several 
months.  By  taking  the  inventory  at  dull  periods 
the  work  would  be  minimized  and  you  would  have 
more  time  to  check  your  stock  thoroughly  than 
if  you  inventoried  during  a  busy  season.  An  in- 
ventory should  be  taken  at  least  once  a  year.  Every 
six  months  would  be  better,  because  a  good  many 
things  may  turn  up  in  stock  taking  which  would  in 
no  other  way  be  brought  to  your  attention,  such  as 
damaged  goods,  out  of  date  stock,  thefts,  errors  in 
checking  at  time  of  purchase  or  sale,  etc. 

If  you  keep  a  perpetual  stock  record  you  will 
know  from  day  to  day  what  your  actual  inventory 
is,  which  would  be  verified  when  a  physical  inven- 
tory is  taken.   If  you  do  not  keep  a  perpetual  stock 


Forty 


record,  but  figure  the  cost  of  goods  sold  daily  on 
the  average  per  cent  of  mark-up  for  the  different 
departments,  you  will  still  have  an  approximate  in- 
ventory, and  when  you  take  your  actual  stock  you 
will  know  how  close  this  approximation  is.  You 
can  then  make  any  adjustments  that  are  necessary. 

It  is  a  good  practice  to  take  inventory  at  both 
cost  and  retail  prices.  Your  purchases  are  always 
entered  on  your  Business  Record  at  what  you  pay 
for  the  goods  and  not  at  the  prices  at  which  you 
expect  to  sell.  Likewise,  your  daily  deductions  from 
inventory  are  figured  at  cost  prices.  In  your  finan- 
cial statement  your  merchandise  on  hand  is  always 
valued  at  cost,  or  at  the  present  market  value  if 
that  value  is  less  than  cost,  because  if  you  valued 
your  merchandise  at  retail  prices  you  would  be  an- 
ticipating profits  which  might  never  be  realized. 

Costs  and  selling  prices  of  hardware  are  con- 
constantly  fluctuating,  but  it  is  well  to  value  your 
stock  at  retail  prices  as  well  as  at  cost,  since  in  this 


way  you  will  know  what  mark-up  you  expect  to 
obtain  and  can  compare  it  with  the  actual  gross 
profit  you  do  receive.  Also,  if  you  are  keeping  only 
an  approximate  book  inventory  you  will  be  able  to 
figure  the  cost  of  goods  sold  by  the  use  of  the  aver- 
age per  cent  of  mark,  as  explained  in  the  section  on 
"Cost  of  Goods  Sold."  Then  at  the  end  of  the  month 
you  can  check  your  profits  and  make  adjustments 
of  your  mark-ups  for  the  following  month. 

The  Monthly  Inventory  sheet  (Form  H4)  pro- 
vides for  showing  your  inventory  by  departments, 
corresponding  to  the  departments  shown  on  the 
Sales  Analysis  Record  (Form  H2).  This  provision 
for  nine  departments  does  not  mean  that  you  nec- 
essarily need  limit  your  stock  to  that  many  depart- 
ments or  that  you  should  classify  your  merchandise 
into  that  many.  If  you  have  more  departments  you 
can  use  additional  sheets.  Classification  will  de- 
pend upon  the  size  of  the  business  and  the  amount 
of  information  you  desire  about  the  various  kinds 
of  your  stock. 
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Provision  is  made  for  showing  the  cost  price  of 
stock,  the  selling  price,  the  mark-up,  and  the  per- 
centage of  mark-up.  The  percentage  of  mark-up 
for  any  one  department  will  fluctuate  naturally  be- 
cause the  purchases  for  one  month  will  consist  of 
different  stock  from  that  bought  in  another  month. 
The  same  is  true  of  sales. 

The  figures  in  the  "Cost"  column  on  the  Inven- 
tory sheet  will  always  be  those  at  which  the  stock 
is  billed  to  you,  but  the  figures  in  the  "Selling 
Price"  column  will  be  your  own  figures. 

When  you  opened  the  books  you  inventoried  your 
stock  at  both  cost  and  retail  and  entered  these  fig- 
ures, together  with  the  mark-up  and  the  per  cent  of 
mark-up  on  the  inventory  sheet  (Form  H4).  Your 
purchases  for  each  department  are  total  on  the 
Purchase  Record,  where  they  were  entered  when 
the  purchases  were  made  and  the  invoices  received. 
Purchases  are  also  shown  at  both  cost  and  selling 
prices.  These  figures  are  entered  on  the  inventory 
record  and  added  to  the  inventory  at  the  beginning 
of  the  period.  The  per  cent  of  mark-up  on  this  total 
will  be  different  from  the  per  cent  of  mark-up  on 
the  inventory  at  the  beginning  and  on  the  purchases 
unless  the  mark-up  for  both  the  inventory  and  the 
purchases  during  the  month  is  the  same.  From 
the  total  the  sales  for  the  month  are  subtracted  at 
both  cost  and  selling  prices.  The  remainder  will  be 
the  inventory  at  the  end  of  the  month  unless  some 
adjustments  are  necessary.  These  figures  will  be 
transferred  to  the  inventory  sheet  for  the  next 
month,  and  the  per  cent  of  mark-up  on  that  inven- 
tory will  be  used  during  the  following  month  in  fig- 
uring the  cost  of  goods  sold  daily. 

The  total  cost  value  shown  on  the  Monthly  In- 
ventory sheet  should  agree  with  the  net  value  of 
stock  as  shown  on  the  Business  Record.  Slight  dif- 
ferences can  be  adjusted  by  entries  on  the  Business 
Record  at  the  end  of  the  month  or  at  the  end  of 
the  year  when  you  take  inventory.  Large  discre- 
pancies, however,  should  be  investigated,  since  it  is 
possible  that  some  error  may  have  been  made  in 
checking  the  inventory,  or  you  may  disclose  a  theft. 

After  the  first  month  this  inventory  sheet  will 
not  require  very  much  time  to  keep  up.  The  inven- 
tory at  the  end  of  the  previous  month  is  first  en- 
tered and  to  this  is  added  the  amount  of  the  pur- 
chases during  the  month.  The  month's  sales,  as 
shown  by  a  summary  of  the  Sales  Analysis  sheets 
for  the  month  are  then  deducted,  the  remainder  be- 
ing the  value  of  your  stock  at  the  end  of  the 
month. 

Provision  is  also  made  for  a  summary  of  your 
inventory,  which  is  obtained  by  adding  the  totals  of 


the  different  departments  both  for  "Inventory  This 
Month"  and  "Inventory  Last  Month." 

The  difl[:erence  between  the  total  "Inventory  This 
Month"  and  the  total  "Inventory  Last  Month"  will 
show  you  whether  your  stock  is  increasing  or  de- 
creasing. A  comparison  of  your  inventory  from 
month  to  month  will  show  you  how  much  of  your 
capital  is  tied  up  in  merchandise  by  departments. 

On  the  right-hand  side  of  Form  H4  is  the  Mer- 
chandising Summary.  Here  provision  is  made  en- 
tering the  figures  for  forty  items  regarding  pur- 
chases, sales,  turnover,  expenses,  and  profits.  The 
figures  can  be  readily  obtained  from  your  records. 

The  principal  purpose  of  this  summary  is  to  en- 
able you,  by  placing  the  amounts  for  these  items 
side  by  side  for  the  current  month  and  for  the 
same  month  last  year,  to  compare  your  business  for 
these  two  periods.  Figures  in  themselves  are  of 
little  use  unless  they  can  be  compared  with  other 
figures.  You  cannot  watch  the  progress  of  your 
business  unless  you  know  what  you  actually  did  last 
month  and  last  year. 

You  should  watch  principally  your  purchases,  av- 
erage stock  carried,  net  sales,  gross  profit,  total 
operating  expense,  net  profit,  and  stock  turnover. 
If  there  are  any  great  changes  in  figures  for  these 
items  from  month  to  month  you  will  want  to  know 
the  reason  why.  If  the  changes  are  favorable  or 
unfavorable  you  will  know  what  caused  them,  and 
you  will  have  a  guide  for  the  future. 


CONCLUDING  REMARKS 

We  have  now  covered  in  detail  the  operation  of 
the  simplified  system  of  keeping  in  touch  with  your 
business.  You  have  noted  that  the  basis  of  the  sys- 
tem is  the  Business  Record,  which  is  kept  in  loose 
leaf  form  in  a  handy  binder.  On  this  Business  Rec- 
ord all  your  business  transactions  are  entered.  The 
entries  are  grouped  wherever  possible,  that  is,  in  the 
case  of  sales,  salaries,  money  received  on  account, 
etc.,  the  total  for  the  day  is  entered  and  not  each 
individual  item.  In  the  case  of  purchases  and  such 
items  as  rent,  fixtures  purchased,  etc.,  you  would, 
of  course,  enter  each  amount  separately.  In  this 
way  the  maximum  amount  of  time  is  saved. 

This  system  should  give  you  complete  control  of 
your  business,  which  is  absolutely  necessary  if  you 
want  to  be  successful.  You  can  have  control  only 
by  knowing  daily  the  facts  regarding  your  sales, 
cash  and  charge,  your  stock,  the  amount  of  your 
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debts,  the  amount  customers  owe  you,  the  amount 
of  your  expenses,  the  amount  of  business  done  by 
each  clerk,  how  many  customers  have  come  into 
your  store,  etc. 

It  is  your  duty  to  eliminate  the  guess-work  from 
your  business. .  If  you  do,  you  will  know  whether 
your  collections  are  slow,  whether  your  stock  is  ade- 
quate, and  what  kinds  are  the  best  sellers.  You  will 
have  no  disputed  accounts,  you  will  not  have  to 
borrow  money  from  the  bank  frequently  for  the 
purpose  of  meeting  your  obligations ;  you  will  know 
what  each  clerk's  sales  are  daily,  and  where  to 
place  the  responsibility  for  mistakes.  In  short,  you 
will  have  a  basis  for  building  up  your  business  and 
making  more  money. 

Guessing  about  your  business  is  costly;  it  costs 
you  customers  and  costs  you  money.  Your  clerks 
become  indifferent  and  careless  because  you  have 
no  check  on  them.  You  are  in  business  to  make 
money  and  you  can  make  money  if  you  have  a  basis 
for  controlling  your  business. 

One  or  two  other  matters  are  of  sufficient  impor- 
tance to  be  mentioned  here. 


PERSONAL  ACCOUNTS 

Don't  mix  your  business  affairs  with  your  per- 
sonal matters.  For  example,  when  you  need  cash 
to  pay  bills  for  groceries,  furniture  for  your  home, 
clothing,  shoes,  or  other  personal  and  home  needs, 
don't  run  to  your  cash  drawer  and  take  out  the 
amount  needed  to  pay  the  bills.  The  best  way  to 
handle  these  matters  is  to  draw  you  salary  regu- 
larly and  pay  the  bills  with  that  money.  If  you  find 
that  it  is  insufficient  to  meet  your  needs  you  can 
draw  a  certain  sum  and  charge  the  amount  to 
capital  withdrawn.  Or,  if  you  find  that  your  salary 
accumulates  you  can  reinvest  it  in  the  business. 

Whenever  you  take  an  article  out  of  stock  for 
personal  use  or  the  use  of  your  family,  you  treat 
the  transaction  exactly  as  you  would  a  sale  made  to 
a  customer.  You  make  out  a  sales  slip  for  the 
amount,  and  if  you  do  not  wish  to  pay  cash  you  file 
it  away  until  such  time  as  you  decide  to  pay  the 
bill.  Of  course,  this  sales  slip  can  be  made  out  at 
the  cost  price  of  the  article,  if  you  wish,  and  no 
profit  will  be  shown  on  the  sale.  But  a  sales  slip 
should  be  made  out  every  time  because  if  it  is  not 
your  inventory  will  not  check  when  you  take  it. 


FIGURING  PROFITS 

A  good  many  merchants  deceive  themselves  as  to 
the  actual  amount  of  profit  they  are  making. 

A  good  deal  of  the  trouble  is  due  to  the  fact  that 
we  do  not  have  a  clear  idea  as  to  what  the  term 
"profit"  means.  One  merchant  may  say  that  profit 
is  the  difference  between  the  cost  and  the  selling 
price,  and  another  may  say  that  profit  is  the  differ- 
ence between  the  selling  price  and  the  cost  plus  the 
expenses.  The  first  is  "gross"  profit  and  the  second 
is  "net"  profit.  It  is  unforunate  that  there  should 
be  confusion  in  the  use  of  this  term  and  it  has 
been  the  cause  of  innumerable  failures  because  the 
expenses  were  forgotten  in  figuring  the  profits.  It 
would  be  better  to  call  gross  profit  the  "mark-up" 
and  confine  the  trem  "profit"  to  net  profit,  which 
means,  as  stated  above,  the  difference  between  the 
selling  price  and  the  cost  of  the  goods  plus  the  ex- 
penses of  running  the  business. 

If  you  sell  merchandise  for  $60,000  that  cost  you 
$40,000,  your  mark-up  is  $20,000.  And  if  your  ex- 
penses are  $15,000  your  net  profit  is  $5,000. 

Profits  should  always  be  figured  on  sales.  You 
always  estimate  that  your  cost  of  doing  business  is 
a  certain  percentage  of  your  sales  or  gross  busi- 
ness. When  you  sell  a  stove  for  $50.00  you  say  that 
a  certain  per  cent  of  that  $50.00  is  profit,  and  that 
of  what  is  left  part  goes  to  the  cost  of  doing  busi- 
ness while  the  remainder  represents  the  cost  of  the 
stove.  Your  profits  and  your  expenses  come  out  of 
the  $50.00  and  not  out  of  the  $35.00  or  whatever 
you  paid  for  the  stove.  If  you  do  not  sell  the  stove 
you  will  not  receive  any  profit,  and  when  you  do 
sell  it  all  your  expenses  and  costs  must  be  taken 
out  of  what  you  receive  for  the  stove.  You  pay  for 
the  stove  and  then  what  you  have  left  is  part  of 
what  you  took  in  and  not  part  of  what  you  paid 
for  the  stove. 

In  the  illustration  given  above  you  bought  mer- 
chandise for  $40,000  and  sold  it  for  $60,000.  Your 
mark-up  or  gross  profit  is  $20,000,  or  331/3%  of  the 
$60,000  sales.  If  your  cost  of  doing  business  is 
$15,000,  or  25%  of  your  sales,  your  net  profit  will 
be  $5,000,  or  81/3%  of  your  gross  business. 

If  your  profit  is  to  come  out  of  the  selling  price 
and  not  out  of  the  cost  price,  it  is  very  plain  that 
profit  percentages  should  be  figured  on  the  selling 
price.  You  don't  make  a  profit  on  your  cost,  but  on 
the  money  you  take  in.    Remember  that. 
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The  following  rules  will  help  you  in  figuring 
profits,  results  of  mark-downs,  etc. : 

1.  To  find  the  per  cent  of  gross  profit  being 
made  on  a  sale  when  you  have  the  cost 
price  and  the  selling  price:  Divide  the 
gross  profit  by  the  selling  price. 

Example :  Cost  of  gun,  $8.00 ;  selling  price 
$12.00.  Divide  gross  profit  ($4.00) 
by  selling  price  ($12.00)  :  $4.00  divid- 
ed by  $12.00  equals  331/3%. 


2. 


3. 


To  find  the  price  to  charge  in  order  to 
make  a  given  per  cent  of  gross  profit 
when  you  have  the  cost  price  and  the 
gross  profit  desired:  Divide  cost  price 
by  100%  less  the  gross  profit  desired.  In 
this  case  100%  represents  the  selling 
price. 

Example:  Cost  of  paint,  $3.00  a  gallon; 
per  cent  of  gross  profit  desired,  40%. 
Divide  $3.00  by  100%  less  40%,  or 
60%:  $3.00  divided  by  60%  equals 
$5.00.  Therefore,  to  receive  a  gross 
profit  of  40%  on  paint  that  costs 
$3.00  a  gallon  you  will  have  to  sell  it 
for  $5.00  a  gallon. 


To  figure  mark-down  possible  and  still 
maintain  a  given  per  cent  of  profit,  when 
you  have  the  present  sales  price,  the 
cost  price,  and  the  gross  profit  to  be 
maintained:  Divide  cost  price  by  100% 
minus  the  gross  profit  to  be  maintained : 

Example:  Sales  price  of  bird  cage  at 
present,  $4.00 ;  cost  price  $2.40 ;  gross 
profit  to  be  maintained,  25%.  Divide 
cost  price  ($2.40)  by  100%  less  25%, 
or  75%  :  $2.40  divided  by  75%  equals 
$3.20.  This  represents  the  marked- 
down  price  at  which  the  bird  cage 
can  be  sold  and  yet  maintain  a  gross 
profit  of  25%. 


4.  To  figure  the  result  of  a  given  per  cent 
of  reduction  when  you  have  the  cost 
price,  the  original  sales  price,  and  the  re- 
duced price:  Divide  the  mark-down  by 
the  reduced  sales  price. 

Example:  Cost  price  of  cross  cut  saw, 
$7.20;  original  sales  price,  $10.80; 
marked-down  price,  $9.00.  Divide 
mark-down  ($1.80)  by  reduced  sales 
price  ($9.00)  :  $1.80  divided  by  $9.00 
equals  20%.  The  original  gross  profit 
was  33i4i%,  and  the  gross  profit  on  the 
reduced  price  will  be  20%. 

5.  To  buy  to  a  given  sales  price  and  a  de- 
sired per  cent  of  profit  when  you  have 
the  sales  price  and  the  per  cent  of  profit 
desired:  Multiply  the  sales  price  by 
100%  minus  the  per  cent  of  profit  de- 
sired. 

Example :  Price  at  which  you  wish  to  sell 
front  door  locks,  $8.00;  per  cent  of 
gross  profit  desired,  35%.  Multiply 
$8.00  by  100%  less  35%,  or  65%: 
$8.00  multiplied  by  65%  equals  $5.20. 
This  is  the  amount  that  you  should  pay 
for  front  door  locks  that  you  wish  to 
sell  for  $8.00  and  allow  yourself  a 
gross  profit  of  35%. 


CONSULTING  SERVICE 

We  have  tried  to  make  these  instructions  and  ex- 
planations as  simple  as  possible,  and  we  believe  you 
will  have  little  difficulty  in  keeping  your  own  rec- 
ords. But  if  at  any  time  problems  arise  which 
puzzle  you,  either  pertaining  to  keeping  your 
records  or  to  interpreting  them,  do  not  fail  to  write 
us. 

We  invite  your  inquiries. 
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